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PART 1944 - HOUSI NG

Subpart D - Farm Labor Housi ng Loan and Grant Policies, Procedures and
Aut hori zat i ons

8§ 1944.151 Purpose.

This subpart sets forth the policies and procedures and del egates
authority for making initial and subsequent insured | oans under Section 514
and grants under Section 516 of the Housing Act of 1949, to provide housing
and related facilities for donmestic farmlabor. Any processing or servicing
activity conducted pursuant to this subpart involving authorized assistance to
Rural Housing Service (RHS) enpl oyees, nenbers of their famlies, known close
rel atives, or business or close personal associates, is subject to the
provi sions of Subpart D of Part 1900 of this chapter. Applicants for this
assistance are required to identify any known rel ati onship or association with
an RHS enpl oyee. (Revised 02-04-93, SPECI AL PN.)

§ 1944.152 (bjective.

The basic objective of the RHS i n maki ng donmesti ¢ Farm Labor Housi ng (LH)
loans is to provide decent, safe, and sanitary housing for domestic farm | abor
to be located in areas where a need for farm|l abor exists and in making LH
grants where there is a pressing need for such facilities in the area for farm
| aborers and there is a reasonabl e doubt that the housing can be provided
wi t hout the grant assistance. (Revised 07-22-91, SPECI AL PN.)

§ 1944.153 Definitions. (Revised 07-22-91, SPECI AL PN.)
Agency. The Rural Housing Service, an agency of the U S. Departnent of
Agricul ture which admnisters section 514 | oans and section 516 grants.

(Added 06-07-99, SPECI AL PN.)

Applicant. The applicant for or the recipient of an LH | oan or grant.

Association of farners. Two or nore farmers acting as a single |ega
entity. Association nmenbers may include the individual nmenbers of
farm ng partnerships or corporations.

Board and directors. |Includes the governing body and nenbers of the
governi ng body of an organi zati on.

DI STRI BUTI O\ W5DC Loan and G ant Making
Housi ng

1
(Revi sion 6)
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§ 1944.153 (Con.)

Construct or repair. To construct new structures or facilities, or to
acquire, relocate, or repair or inprove existing structures or
facilities.

Devel opnent _cost. Includes the cost of constructing, purchasing,
i nproving, altering, or repairing new or existing housing and rel ated
facilities, buying household furnishings, and purchasing or inproving

the necessary land. It includes necessary architectural, engineering,
| egal fees and charges, and other appropriate technical and professiona
fees and charges. It does not include fees, charges, or comm ssions

such as paynents to brokers, negotiators, or other persons for the
referral of prospective applicants or solicitations of |oans.

Donestic farmlaborer. A person who receives a substantial portion of
his or her incone performng farml abor enploynent (not self-enployed)
inthe United States, Puerto Rico, or the Virgin Islands and either is a
citizen of the United States or resides in the United States, Puerto
Rico, or the Virgin Islands after being legally admtted for permanent
residence. This definition may include the imediate famly menbers
residing with such a person. (See the definition for self-enployed in
this section and/or Exhibit L of this subpart which is available in any
Rural Housing Service Ofice.) (Revised 06-07-99, SPECI AL PN.)

Fam lial status. (See Subpart E of Part 1944 of this chapter or
Exhi bit B of Subpart C of Part 1930 of this chapter.)
(Revi sed 08-30-93, SPECI AL PN.)

Fam |y farm corporation or partnership. A private corporation or
partnership in which at | east 90 percent of the stock or interest is
owned and controlled by nmenbers of the sane family. These famly
menbers must be related by blood or law. If nore than three separate
househol ds are supported by the farm ng operation, the famly farm
corporation or partnership nust be:

(1) Legally organized and authorized to own and operate a farm
busi ness within the State,

(2) Legally able to carry out the Purposes of the |oan, and

(3) Prohibited fromthe sale or transfer of 90 percent of the stock
or interest to other than fam |y nenbers by either the articles of

i ncorporation, bylaws or by agreenent between the stockhol ders or
partners and the corporation or partnership

2
(Revi sion 6)
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8§ 1944. 153 (Con.)

Farm A tract or tracts of land, inprovenents, and other appurtenances
considered to be farmproperty which is used or will be used in the
producti on of crops or livestock, including the production of fish under
controlled conditions, for sale in sufficient quantities so that the
property is recognized as a farmrather than a rural residence. It may
al so include a residence which, although physically separate fromthe
farmacreage, is ordinarily treated as part of the farmin the |oca
community. (Added 06-07-99, SPECI AL PN.)

Farm | abor. For purposes of this subpart, farmlabor includes services
in connection with cultivating the soil, raising or harvesting any
agriculture or aquaculture commodity; or in catching, netting, handling,
pl anting, drying, packing, grading, storing, or preserving inits
unmanuf actured state any agriculture or aquaculture comodity; or
delivering to storage, market, or a carrier for transportation to market
or to processing any agricultural or aquacultural comuodity.

Farm Labor Contractor neans any person--other than an agriculture

enpl oyer, an agricultural association, or an enpl oyee of an agriculture
enpl oyer or agriculture association--who, for any noney or other

val uabl e consi deration paid or prom sed to be paid, recruits, solicits,
hires, enploys, furnishes, or transports any year round or mgrant farm
| aborer.

Farnmer. A person who is actually involved in day to day on-site
operations of a farmand who devotes a substantial amount of time to
personal participation in the conduct of the operation of a "farn.

Farm owner. A natural person or persons who are the owners of a "farnt
as this termis further defined in this section. (Revised 06-07-99,
SPECI AL PN.)

Hone base. A hone base State is a State which the farm | aborer clains
as his/her domcile.

Househol d furnishings. Such basic durable itens as stoves,
refrigerators, drapes, drapery rods, tables, chairs, dressers, and beds.
Itenms such as bedding, linens, dishes, silverware, and cooking utensils
are not included in this definition

Housing. New or existing structures which are or will be suitable for
decent, safe and sanitary dwelling use by donestic farm | abor

"Housi ng" may include household furnishings and related facilities where
appropri ate.

3
(Revi sion 6)
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§ 1944.153 (Con.)

HUD. The U. S. Departnent of Housing and Urban Devel oprent.
(Added 06-07-99, SPECI AL PN.)
I ndividual. A natural person. It may include the spouse.

I ndi vidual with handicap. (See Exhibit B of Subpart C of Part 1930 of
this chapter.) (Added 08-30-93, SPECI AL PN.)

LH  Farm Labor Housing. (Added 06-07-99, SPECI AL PN.)

LH fund(s). My include either | oan or grant nonies or both in this
subpart.

Local broad-based nonprofit organi zati on. An organization, public or
private, that operates in one enploynent area and which

(1) Is incorporated with the State, Puerto Rico, or Virgin Islands,
or a Federally recognized Indian Tri be;

(2) 1s organized and operated on a nonprofit basis;

(3) Is legally precluded fromdistributing any profits or dividends
to its menbers or any private individual during its corporate
lifetinme,;

(4) 1s not grower oriented (mpjority of board nmust be nonfarners);

(5) Pledges to administer the housing as a comunity service in the
interest of the whole community, regardless of race, color, nationa
origin, sex, religion, age, handicap, and marital or famlia

st at us;

(6) Has at least 25 nmenbers for projects with a total devel opnent
cost of up to $100, 000 and additional nenmbers for projects costing
nore than $100, 000; and

(7) Has a menbership reflecting a variety of interests of the area
where the housing will be | ocated.

Menbers and nenbership. | ncludes stockhol ders and stock when
appropri ate.

4
(Revi sion 6)
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8§ 1944. 153 (Con.)

MFH.  Multi-Fanily Housing. (Added 06-07-99, SPECIAL PN.)

M grant agricultural |aborers. Agricultural |aborers and famly
dependents who establish a tenporary residence while performng
agriculture work at one or nore |locations away fromthe place he/she
calls home or honme base. (This does not include day-haul agricultura
wor kers whose travels are limted to work areas within one day of their
wor k | ocations.)

Mort gage. May include any appropriate formof security instrunent.
NOFA. Notice of Funds Availability. (Added 06-07-99, SPECI AL PN.)

Nonprofit organization of farmwrkers. A nonprofit organization which
is incorporated with the State, Puerto Rico, or the Virgin Islands,

whi ch was | ocal representation in the menbership, and whose nenbership
is conposed of at |east 51 percent farmworkers.

Of-Farm Labor Housing. Housing for farm| aborers regardl ess of the farm
where they work. (Added 06-07-99, SPECIAL PN.)

On- Farm Labor Housing. Housing for farm|laborers specific to the farm
where they work. (Added 06-07-99, SPECIAL PN.)

O gani zation. A broad-based nonprofit organization, a nonprofit
organi zati on of farmwrkers, federally recognized Indian Tribe, or an
agency or Political subdivision of State or |ocal governnent.

Prom ssory note. My include a bond or other evidence of indebtedness.

Regi onal or statew de broad-based nonprofit organization. Any

organi zation that operates or plans to operate in nore than one

enpl oyment area, that provides or is planning to provide | abor housing
to those areas and that neets the following criteria in addition to
those in paragraphs (1) through (6) under the definition for "loca

br oad- based nonprofit organization:"

(1) The nmenbership of the organization nmust be broadly
representative of the region or state by having representation from
either the counties or enploynent areas in which it provides or is
pl anning to provide | abor housing; and

(2) The menbership nust include at | east eight (8) nenbers fromthe
enpl oynment area to be served by the project who represent a variety

of interests of the enploynment area. |If the project is located in a
conmuni ty or dependent upon a comunity for essential services, at

| east four of the eight menbers nmust be residents of that conmunity.

4A
(Revi sion 6)
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§ 1944.153 (Con.)

Rel ated facilities. Includes comunity roons or buildings, cafeterias,
dining halls, infirmaries, child care facilities, assenbly halls, and
ot her essential service facilities such as central heating, sewerage,
lighting systens, clothes washing facilities, trash di sposal and safe
donmestic water supply. Al related facilities nmust be reasonably
necessary for proper use of the housing as dwellings for domestic farm
| abor occupants.

Retired or disabled donestic farmlaborer. A "retired donmestic farm

| aborer” is a person who is at |east 55 years of age and who has spent
the last 5 years prior to retirenent as a donmestic farm |l aborer or spent
the majority of the last 10 years prior to retirement as a donestic farm
| aborer (self-certification and enployer affidavits nmay be used as a

| ast resort). A "disabled donmestic farmlaborer” is a person who is
determ ned to have an inpairnent which is expected to be of |ong-
continued, indefinite duration, and substantially inpedes the person's
ability to earn a livelihood fromfarm|abor (as certified by a licensed
physi cian) and who is a donestic farm|laborer prior to disability.

RHS. Rural Housing Service. (Added 06-07-99, SPECI AL PN.)

Seasonal housing. Described in Exhibit | of Subpart A of Part 1924 of
this chapter.

Sel f - enpl oyed. The determi nation of self-enployed farmlaborers is in
accordance with the Comon Law test used by the Internal Revenue Service
to determ ne a enpl oyer-enpl oyee rel ationship. The Common Law Rul es
Factors are included in Exhibit L of this subpart and are avail able for
review in any Rural Housing Service Ofice. Exhibit L is provided for
situations when it is not clear an enpl oyee-enpl oyer relationship exists
for eligible farmlabor. The eligibility determ nation and use of the
Common Law Rul es Factors may be referred to the Loan Official or State
Director for resolution. (Revised 06-07-99, SPECI AL PN.)

Subsequent LH loan or grant. A loan or grant to an applicant or
borrower to conplete the units planned with the initial |oan or grant.

Substantial portion of incone. That portion of income received which
has been derived fromfarmlabor perforned by a farm/l aborer as defined
in this section.

(1) To determine if incone is considered substantial, the neasure
to be used will be:

(i) For housing rented to farm |l aborers and owned by public
bodi es and public or private nonprofit organizations when
charging rent: (Revised 01-19-93, SPECI AL PN.)

4B
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§ 1944. 153 (Con.)

Subst

(07- 10- 80)

antial portion of incone. (1)(i) (Con.)

(A) Actual dollars earned fromfarm/labor by donestic
farm | aborers other than mgrant farmwrkers nust equa

at |least 65 percent of the annual incone limts indicated
for the standard Federal regions, as shown in Exhibit J
of this subpart (available in any Rural Devel opnent
office). For mgrant farmmrkers living in seasona
housi ng the actual dollars earned fromfarm|labor by a
donmestic farm | aborer nust equal at |east 50 percent of
annual limts as shown in Exhibit J of this subpart.

(B) An alternate neasure for determ ning substantia
portion of incone when actual earnings are not avail able
may be the duration of time a farmlaborer worked on a
farmas a domestic farmworker during the preceding 12
nonths. In order to be considered as substantial the farm
| aborer must have worked at |east 110 whol e days in farm
wor k. For purposes of this section one whole day is the
equi valent of at least 7 hours. Wen using a period of
nore than one year, a yearly average anmounting to at

| east 110 days per year must be conput ed.

(ii) For housing owned by a farmer, fanmly-farm partnership
famly-farm corporation, or an association of farmers which was
initially provided on a nonrental basis, substantial portion of
i ncome i s earned when housing is provided by the owner as part
of enpl oynent conpensation for farmlabor. (Revised 01-19-93,
SPECI AL PN.)

(2) Wen a natural disaster has occurred, such as a drought, fl ood,
freeze, etc., figures for the last full year of work will be used to
det erm ne substantial portion of income under paragraph (1) of this

definition.

(3) The tenant who qualifies as a domestic farm |l aborer in order to
reside or continue to reside in the project with a nonrestrictive
farm | abor clause in nortgage covenants (see 8§ 1944.176(d)(5) of
this subpart must not have adjusted i ncone which exceeds the
noderate incone limt as shown in Exhibit C of Subpart A of Part
1944 of this chapter (which is available in any Rural Devel opnent
office), for the appropriate household size and appropriate

geogr aphi cal area. Tenants residing in housing which was initially

4C
(Revi sion 5)
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§ 1944.153 (Con.)

Substantial portion of incone. (3) (Con.)

rent free without the nonrestrictive | abor clause in the nortgage
covenants (i.e. on-farmsite projects where the tenant nust work for
the farm owner) need not certify incone (see paragraph (1)(ii) of
this definition), and need not be | ow or noderate inconme tenants in

order to be eligible to occupy a unit. (Revised 08-30-93,
SPECI AL PN.)

(i) Income for purposes of this subpart is defined under the
terns annual inconme (describing inclusive and exenpted i ncone),
adj usted annual incone and adjusted nonthly income in
paragraph Il of Exhibit B of Subpart C of Part 1930 of this
chapter. (Revised 08-30-93, SPECIAL PN.)

(ii) For servicing purposes, an exception to the noderate
income rule is permitted in accordance w th paragraph VI of
Exhi bit B of Subpart C of Part 1930 of this chapter.

Variety of interests. To neet the representation of a variety of
interests in a broad-based nonprofit organi zati on, nmenbers shoul d be
actively affiliated with or participating in civic, business,
agricultural, or service organizations in their comunity; nenbers
previ ous and current occupations may be considered in this

determ nation. |Individual nmenbers may represent nultiple interests as
wel | .

§ 1944.154 Priorities for tenants' occupancy. (Added 07-22-92, SPECI AL PN.)

(a) Tenant occupancy in |abor housing is based on eligible farm | abor
and is prioritized in the foll ow ng order:

(1) First priority is to be given to eligible farm | aborer
househol ds based upon percent of total earnings fromfarmlabor in
the followi ng ranked categories: 71 to 100 percent; 51 to 70
percent; 26 to 50 percent; and | ess than 25 percent.

(i) For LHunits without Rental Assistance, occupancy priority
wi thin each ranking category is according to the household' s
i ncome, very-low, |low, then noderate

4D
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8§ 1944.154(a) (1) (Con.)

(ii) For LHunits with Rental Assistance, tenant occupancy
priority is given to all eligible very-low inconme farm worker
househol ds by ranked category, then to | ow i ncone farm worker
househol ds by ranked category. Moderate income farm workers
may be served w thout Rental Assistance, when there are no
very-low or |lowinconme eligible farmworkers on the waiting
lists, again by ranked category.

(2) Second priority is given to retired or disabled farm | aborer
househol ds who were in the |local farmmarket area at the tine of
retirement or becom ng di sabl ed. Cccupancy priority will be by
paragraph (a)(1)(i) or (ii) of this section w thout the application
of the ranking category.

(3) Third priority is to be given to other retired or disabled farm
| aborer househol ds. Occupancy priority will be by paragraph (a) (1)
(i) or (ii) of this section without the application of the ranking
cat egory.

(b) Wen there is a dimnished need for housing by persons or fanlies
in the above categories, such units nmay be nmade avail able to persons or
famlies eligible for occupancy under the Section 515, Rural Renta
Housi ng program  Section 515 tenants may occupy the |abor housing unti
such time the units are again needed by persons or famlies eligible
under paragraph (a) of this section. As the basis for the Agency's
approval or disapproval of a borrower's determ nation of dimn nished
need, the borrower mnust submit to the Agency a current analysis of need
and demand, identical to the market survey required of applicants in
Exhibit A-1 of this subpart. The borrower's determi nation and the State
Director's recommendati on should be forwarded to the National O fice for
concurrence.

(c) For additional guidance on occupancy and rental assistance,

refer to RD Instruction 1930-C, Exhibit B VI, Renting Procedures, and
Exhi bit E, Rental Assistance Program The Agency is required by statute
to provide affordable housing to eligible farmworkers and their
famlies as a first programpriority and to provide Rental Assistance as
a second programpriority. |If it appears there is conflict in Agency

I nstructions concerning the housing of an eligible Donmestic or M grant
Farm Wor ker, docunent the problem and consult the District Director. |If
necessary, the problemnmay be referred to the State Ofice and/or the
National O fice for resolution.

4E
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§ 1944. 154 (Con.)

(d)

(e)

Tenant QOccupancy records. (Added 01-19-93, SPECI AL PN.)

(1) For tenants of housing owned by farm borrowers, rent is not
charged and enpl oynment rel ated occupancy restrictions do apply
(reference 8§ 1944.164(h) for additional guidance.) The borrower
shal | have each tenant execute a verification of occupancy and farm
[ abor on Exhibit K-1, Verification of Donestic Farm Labor and
Cccupancy in Rent Free Housing, on initial occupancy of the dwelling
unit. The borrower shall retain the properly conpleted fornms and
make t hem avail able for RHS Inspection only for the current

tenant (s) and to suppl enment the annual reporting requirenents
required in the | oan agreenent. |If the housing is not occupied on a
yearround basis, then the report should Iist the names of the

m grants or seasonal farmmorkers attached to Exhibit K-1

(2) For tenants of housing when rent is charged and enpl oynent
restrictions do not apply (reference 8§ 1944.164(h) for additiona
gui dance). The borrower shall be guided by the procedures
referenced in paragraph (c) of this section

I neligible occupants. (Added 01-19-93, SPECI AL PN.)

(1) For housing owned by farm borrowers. |Ineligible occupants are
i medi ate relatives of the borrower(s) and anyone who i s not

enpl oyed in donestic farmlabor, as defined in 8§ 1944.153 of this
subpart. Normally, occupancy of |abor housing owned by farm
borrowers is restricted to enpl oyees of the farner or is governed by
an enpl oynent contract with the farner. Occupancy of housi ng owned
by farm borrowers, regardless of the site (on-farmor in town), my
be occupied by ineligibles with the perm ssion of the State
Director.

(2) For housing owned by organizations. Ineligible occupants are
described in Exhibit B of Subpart C of Part 1930 of this chapter.

§ 1944. 155 Responsibility for LH processing and servi cing.
(Revi sed 01-19-93, SPECI AL PN.)

All

LH | oan and/or LH grant application processing and servicing is

the responsibility of the District Director with redel egation authority for
on-farm | abor housi ng | oans.
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§ 1944.156 (General |oan/grant processing requirenents. (Added 12-23-96,
SPECI AL PN.)

(a)

Al applicants will be informed of a decision regarding their

request for assistance within 45 days of receipt of a conplete request.
If RHS cannot provide an eligibility determ nation within 45 days, the
applicant will be notified within the 45-day timeframe when the

determ nation will be nade.

(b)

(c)

Unl awf ul determ nati on

(1) The federal Equal Credit Opportunity Action (ECOA) prohibits
creditors fromdiscrimnating against credit applicants based on
race, color, religion, national origin, sex, marital status, age
(provided that the applicant has the capacity to enter into a

bi ndi ng contract), or because all or part of the applicant’s incone
derives fromany public assistance program Departnent of
Agriculture regul ations provide that no agency, officer, or enployee
of the United States Department of Agriculture shall exclude from
participation in, deny the benefits of, or subject to discrimnation
any person based on race, color, religion, sex, age, handicap, or
nati onal origin under any programor activity adm nistered by such
agency, officer, or enployee. The Fair Housing Act prohibits
discrimnation in real estate-related transactions, or in the terns
and conditions of such a transaction, because of race, color
religion, sex, handicap, famlial status, or national origin. If an
applicant or borrower believes he or she has been discrimnated

agai nst for any of these reasons, that person can wite the
Secretary of Agriculture, Washington, D.C. 20250. Applicants also
cannot be denied a | oan because the applicant has in good faith
exerci sed his or her rights under the Consuner Credit Protection
Act. If an applicant believes he or she was denied a loan for this
reason, the applicant should contact the Federal Trade Conm ssion
Washi ngton, D.C. 20580.

(2) The ECQOA paragraph set forth in paragraph (b)(1) of this
section will be included in all witten notifications of adverse
acti ons.

Form RD 410-9, “Statenment Required by the Privacy Act,” is required

by all applicants who are individuals. A loan request is not considered
conplete without this form

(07- 10- 80)
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§ 1944.156 (Con.)

(d) FormRD 410-7, “Notification to Applicant on Use of Financia
Information from Financial Institution,” will be provided to al
applicants within 3 business days of receipt of a conplete request for
assi st ance.

(e) Al applicants nust provide their taxpayer identification nunber.
The taxpayer identification nunber for individuals who are not
busi nesses is their Social Security Number.

(f) For all loans, grants, and credit sales to be secured by a first
nort gage i nvolving the purchase of an existing 1 to 4 famly unit
residential structure, or purchase of a building site and construction
of 1 to 4 residential units, the booklet entitled “Settlenment Costs,”
will be given or sent to the applicant within 3 business days after
recei pt of a conplete request for assistance.

(g) A request for assistance may be w t hdrawn upon witten request of
an applicant at any tine. RHS may return a request for assistance for
failure of an applicant to provide necessary information to process samne
provided the applicant fails to respond to a witten request which
provides a reasonable time period to submt the information. The letter
inform ng the applicant of the necessary information will contain the
follow ng, or essentially simlar, statenent: “If you fail to provide
RHS with this information within _ days fromthe date of this letter,
we will assunme this lack of response on your part to be an indication
that you wi sh to have your request for assistance returned w thout

further consideration. Continued processing will require a new
application.” This letter should be sent by certified mail, return
recei pt requested. |If the applicant fails to respond within the
specified timefranme, the applicant will be sent another letter

indicating that their request for assistance has been returned w thout
further consideration. This letter will contain applicable review
rights to the National Appeals Division (NAD) and ECOA st atenent.

(h) If a request for assistance is denied because of information
obtained froma credit report, the applicant will be advised of the
reason for rejection, and:

(1) The specific information in the credit report that led to the
rejection (e.g., delinquent obligations, tax liens, or judgnents).

(2) The name and address of the credit reporting agency.

(3) A statenent advising that a copy of the credit report may be
obtained fromRHS if requested by the applicant; however, any

di spute regarding the accuracy of the information in the credit
report nust be resol ved between the applicant and the credit
reporting agency.
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§ 1944.157 Higibility requirenents.

(a)

| oan

(07- 10- 80)

Eligibility of applicant for an LH loan. To be eligible for an LH
t he applicant nust:

(1) Be a farnowner, famly farm partnership, famly farm
corporation, or an association of farmers whose farm ng operations
denonstrate a need for farmlabor housing, or an organization, as
these terns are defined in 8§ 1944.153 of this subpart, which wll
own the housing and operate it on a nonprofit basis; or a nonprofit
l[imted partnership in which the general partner is a nonprofit
entity. (Revised 06-07-99, SPECI AL PN.)

(2) Except for State and | ocal public agencies, or a politica
subdi vi si on thereof, be unable to provide the necessary housing from
their own resources and be unable to obtain the necessary credit
from any other source upon terns and conditions they could
reasonably be expected to fulfill. |If an association of farmers or
famly farm corporation or partnership, the individual nenbers,
individually and jointly, nust be unable to provide the necessary
housing by utilizing their own resources and be unable, by pledging
their personal liability, to obtain other credit that woul d enabl e
themto provide housing for farmworkers at rental rates they can
afford to pay. The individual resources of famly farm corporation
or partnership nmenbers with I ess than a ten percent corporate or
partnership interest need not be consi dered.

41
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(07- 10- 80)

The State Director nay nmake an exception to the requirenment that an
i ndi vi dual farnmowner, famly farmcorporation, famly farm
partnership or an association be unable to obtain the necessary
credit el sewhere when all of the follow ng conditions exist:

(i) There is a need in the area for housing for donestic
farmwrkers who are migrants and the applicant will provide
such housi ng;

(ii) There are no qualified State or political subdivisions or
public or private nonprofit organizations currently avail able
or likely to becone available within a reasonabl e period of
time that are willing and able to provide the housing; and

(iii) The interest rate for such loans is in accordance wth
Subpart A of Part 1810 of this Chapter (RD Instruction 440.1).

(3) Provide fromits own resources the borrower contribution
required by 8 1944.160 of this subpart, and have sufficient initia
operating capital to pay costs such as property and liability

i nsurance premuns, fidelity bond premunms if required, utility
hookup deposits, maintenance equi pnent, novabl e furnishings and
equi prent, printing | ease forns, and other initial expenses. LH

| oans nmade to nonprofit organizations and to State or |ocal public
agencies or political subdivisions thereof may include up to 2
percent of the devel opnment cost for initial operating expenses.
(Revi sed 06-07-99, SPECI AL PN.)

(4) After the loan is nade, have inconme sufficient to pay operating
expenses, make necessary capital replacenents, nmake the paynents on
the |l oan and ot her authorized debts, and accunul ate reasonabl e
reserves as required.

(5) Possess the legal and actual capacity, character, ability, and
experience to carry out the undertakings and obligations required
for the loan, including the obligation to maintain and operate the
housing and related facilities for the purpose for which the loan is
made. Organizations operating in nore than one local area will be
required to indicate their ability to provide | ocal managenent and
supervi sion of the day-to-day operation of the housing project.

(6) Intend to use the housing for |abor to be used in the farm ng
operations of the applicant or farmng operations of its menbers if
an individual farnowner, famly farm corporation or partnership, or
an associ ation of farnmers.

(7) Om the housing and related | and or becone the owner when the
loan is closed. An owner may include, in addition to the

5
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§ 1944.157(a)(7) (Con.)

owner of full marketable title, a |lessee of a tract of |and owned by
a State, political subdivision, public body or public agency, or
Indian tribal |ands which are not available for purchase. It may
also include a | ease of |and when the State Director determ nes that
I ong-term | easing of sites by nonpublic bodies is a well established
practice and such | easeholds are fully marketable in the area,

provi ded:

(i) The applicant is unable to obtain fee title to the
property.

(ii) A recorded nortgage constituting a valid and enforceabl e
lien on the applicant's | easehold will be given as security.

(iii) The anmobunt of the |abor housing (LH) |oan against the
property will not exceed the maxi mum security val ue or maximm
debt limt (MDL) determ ned in accordance with Subpart E of
Part 1922 or Subparts B and C of Part 1922 of this chapter, as
appropriate. (Revised 08-25-93, PN 211.)

(iv) The unexpired termof the | ease on the date of |oan
approval is at l|east 25 percent |onger than the repaynment
period of the loan and rental charged for the | ease should not
exceed the rate charged for simlar |eases in the area.

(v) The borrower's interest may not be subject to summary
forecl osure or cancell ation.

(vi) The | ease mnust:

(A) Not restrict the right to foreclose the LH nortgage
or to transfer the |ease

(B) Permit RHS to bid at foreclosure sale or to accept
vol untary conveyance of the security in lieu of
forecl osure.

(C© Permt RHS after acquiring the | easehold through
forecl osure, or voluntary conveyance in |lieu of
foreclosure, or in event of abandonnent by the borrower,
to occupy the property, or to sublet the property and to
sell the | easehold for cash or credit.

(D) Permt the borrower, in the event of default or
inability to continue with the | ease and the LH loan, to
transfer the | easehold, subject to the LH nortgage, to a
transferee with assunption of the LH debt and grant

obl i gati on.

6
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(8)

(vii) The advice of the Ofice of the General Counsel (0OGC)
will be obtained as to |legal sufficiency of the | ease. Wen
the State Director is uncertain as to whether a | oan can be
made on a | easehol d, the request should be submtted to the
Nati onal Office for evaluation and instructions.

If it is a private broad-based nonprofit organization or a

nonprofit organization of farmworkers, neet the follow ng additiona
requi renents:

(9)

(i) 1In the event of its dissolution, be legally bound to
transfer its net assets to a nonprofit organization of a
simlar type or a public body for use for domestic farm |l abor
housi ng or other public purposes if the need for farm | abor
housi ng no | onger exists. (Renunbered 9-30-83, SPECI AL PN.)

(ii) Responsibility for managenent of the housing nust be
vested in the applicant's board of directors.
(Renumbered 9-30-83, SPECI AL PN.)

(A) A broad-based nonprofit organization nust be governed
by a board of directors of not |ess than five nenbers who
are experienced in such fields as real estate nanagenent,
finance, or related businesses and who will not be users
of the farm workers housed in the project.

(Renumber ed 9-30-83, SPECI AL PN.)

(B) A nonprofit organization of farmaorkers nmust have
representation on the board fromthe area where the
housing is located. Directors may be el ected who are not
menbers of the organi zati on but are experienced in such
fields as real estate nmanagenment, finance, or rel ated
busi nesses provi ded nenber directors represent a majority
of the board. (Renunbered 9-30-83, SPECI AL PN.)

(iii) Be prohibited fromrequiring or preventing enpl oynent on
any particular farmor farnms as a condition of occupancy.
(Renumber ed 9-30-83, SPECI AL PN.)

(iv) Except for an organization of farmwrkers, be certified
as exenpt from Federal incone taxation. (Renunbered 9-30-83,
SPECI AL PN.)

Be an individual farnowner who is a citizen of the United

States, the Comonweal th of Puerto Rico, the virgin Islands, the
territories and possessions of the United States, or the trust
territory of the Pacific Islands or residents in one of the
foregoing areas after being legally adnmtted for permanent
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resi dence or on indefinite parole. |If the applicant is an
organi zation, other than a State or political subdivision, the
majority of the menbers and controlling interests must be

i ndi vidual s who neet the citizenship requirenents for individua
farnmowners as stated above.

(b) Eligibility of applicant for an LH grant. To be eligible for an LH
grant the applicant nust neet the applicable requirements in 81944. 157
(a) and:

(1) Be an organi zation, as defined in 81944. 153 with an assured
life over a period of years sufficient to carry out the purpose of
providing | owrent housing for donestic farmlabor. This should not
be Il ess than the anticipated useful life of the project as suitable
housi ng for donmestic farm |l abor, assum ng proper naintenance and
repair of the property. Odinarily, this should not be |l ess than 50
years. (Revised 07-22-91, SPECIAL PN.)

(2) Wen the grant is closed, be the owner (as defined in this
Subpart) of the housing and related facilities, including the site.

(3) Be unable to provide the necessary housing fromits own
resources, including any power to | evy taxes, assessnents, or
charges, and be unable to obtain the necessary credit through an LH
| oan or from other sources upon terns and conditions the applicant
coul d reasonably be expected to fulfill.

(4) Possess the legal and actual capacity, ability, and experience
to incur and carry out the undertakings and obligations required,

i ncluding the obligations to maintain and operate the housing and
related facilities for the purpose for which the grant is made.

(5) Legally obligate itself not to divert income fromthe housing
to any ot her business, enterprise, or purpose.

(c) Authorized representative of applicant. FmHA will deal only with
the applicant or its bona fide representative and techni cal advisers.
The aut horized representative of the applicant nust be a person who has
no pecuniary interest in the award of the architectural or construction
contracts, managenent contracts, the purchase of equipnent, or the
purchase of land for the housing site.

8
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§1944. 158 Loan and grant purposes.

LH | oans and grants may be nmade to qualified applicants to:

(a) Build, buy, inmprove or repair housing as defined in 81944.153 (b).

(b)

Purchase and i nprove the necessary |and on which the housing wll

be | ocat ed.

(c)

wat er

(1) The cost of land purchased with | oan or grant funds may not
exceed its present market value in its present condition. Present
mar ket value will be determ ned by a current appraisal in accordance
wi th Subpart B of Part 1922 of this Chapter.

(2) Loan or grant funds will not be used to buy land froma menber
of an applicant-organi zati on, or from another organization in which
any nenber of the applicant-organization has an interest, without
prior approval of the State Director. 1In granting this approval the
State Director should be sure that the purchase price does not
exceed the present market val ue.

(3) Loan or grant funds may not be used to acquire land in excess
of that needed for the housing, including related facilities, except
when the applicant cannot acquire only the needed |and at a fair
price, can justify the acquisition, agrees to sell the excess |and
as soon as practicable and apply proceeds on the | oan, and has |ega
authority to acquire and adm ni ster the |and.

Devel op and install water supply, sewage disposal, streets, storm
retention facilities or areas, and heat and |ight systens

necessary in connection with the housing. |If the facilities are |ocated
offsite, the follow ng requirenents nmust be net:

(1) The applicant will hold the title to the facility or have a

| egal |y assured adequate right to use of the facility for at |east
the Iife of the loan or grant and such title or right can be
transferred to any subsequent owner of the site.

(2) The facilities are provided for the exclusive use of the LH
project or funds are limted to the prorated part of the total cost
of the facility according to the use and benefit to the project.
The applicant will agree in witing to the application of extra
paynments on the LH | oan of any subsequent collection by the
applicant fromother users or beneficiaries of the facility.

(3) Adequate security can be obtained with or w thout a nortgage
based on the offsite facilities.

9
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(d) Construct other related facilities in connection with the housing
such as:

(1) Maintenance workshop and storage facilities.

(2) Recreation center including lounge if the project is |arge
enough to justify such a facility.

(3) Central cooking and dining facilities when the project is |large
enough to justify such services.

(4) Small infirmary for enmergency care only when justified.

(5) Laundry room and equi prent, including clotheslines, if not
provided in the individual units.

(6) Appropriate outdoor recreational facilities and ot her
facilities to neet essential needs.

(7) Child day care facilities when needed and feasi bl e.
(8) Trash retention areas if necessary.

(9) «Qutdoor lighting in pedestrian areas where use is anticipated
after sunset.

(e) Construct office and living quarters for the resident manager and
ot her operating personnel if needed and advantageous to the project and
t he CGovernnent.

(f) Purchase and install ranges, refrigerators, drapes, drapery rods,
cl ot hes washers, and clothes dryers. |If individual washer and dryer
hookups are provided, clothes washers and cl othes dryers nmay be
installed in individual rental units only if the inclusion of such itens
in individual units is needed and is customary in the area for the type
of housing involved and is consistent with the requirenment that the
construction be undertaken in an economi cal manner and not constitute
el aborate or extravagant itenms. Oherw se, the clothes washers and
clothes dryers nmust be installed in a central laundry room The nunber
of washers and dryers nust be adequate to serve the tenant needs.
VWhenever practical, this equi pment should be attached to the rea
property in a manner to prevent easy renoval

(g) Purchase and install essential equipnent which upon installation
beconmes a part of the real estate.
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(h) Provide I andscapi ng, foundation planting, seeding or sodding of
| awns, and necessary facilities related to buildings such as wal ks,
yards, fences, parking areas, and driveways.

(i) Provide loan/grant funds to enable a nonprofit group or public body
to be reinbursed for technical assistance received froma nonprofit
organi zation, with housing and/or conmmunity devel opnent experience, to
assist the nonprofit applicant entity in the devel opnment and packagi ng
of its loan/grant docket and project. (Revised 02-21-95, SPECIAL PN.)

(1) Loan and grant funds may al so be used to rei nburse any
appropriate and necessary |legal, architectural, engineering,
techni cal, and professional fees.

(2) Costs incurred by the nonprofit applicant entity for

devel opnent and packagi ng of its own | oan/grant docket and project
may al so be reinbursed. Any costs incurred by the entity for its
own formation and i ncorporation are not reinbursable.

(3) The anount to be reinbursed for devel opi ng and packagi ng the

| oan/ grant docket and project are limted by the total devel opnent
cost (excluding initial operating and capital expenses). Reinbursed
costs may range from2 to 4 percent of total devel opnent costs and
shoul d reflect costs that are reasonable and typical for the area.
In no case will the Agency reinburse in excess of 4 percent.

(4) The packaging costs are not required to be considered a part of
the security value of the project.

(5) Related project costs as listed in 8§ 1944.169 of this subpart
are not included as a part of the costs for devel opnent and
packagi ng of the |oan/grant docket and project.

(j) Pay interest which will accrue during the estimted construction
period if interimfinancing is used or if the loan will be closed using
mul ti pl e advances on daily interest accrual (DI AS) with annua

install nent and deferred principal. |In the case of nmultiple advances
when the loan is closed on a predetern ned anortization schedul e system
(PASS) or on DIAS with nonthly installnments, |oan funds will not be used
for construction interest. Accrued interest during the construction
period will be capitalized when construction is substantially conplete
and the project is ready for full operation. (Revised 05-01-85,

SPECI AL PN.)

(k) Pay normal charges necessary to obtain interimfinancing.
11
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(1) Pay initial operating expenses up to 2 percent of the devel opnent
cost for any type applicant except an individual farmowner, famly farm
corporation or partnership, or an association of farmers.

(m Pay for related costs incurred in conpliance with the Uniform
Rel ocati on Assistance and Real Property Acquisition Act of 1970 and in
accordance with 8§ 1944.164(q) of this subpart.

(n) To make advances in accordance with 8§ 1965.217(d) of Subpart E of
Part 1965 of this chapter to nonprofit corporations and public agencies
to avert prepaynment of the |oan. (Added 08-20-93, SPECI AL PN.)

8 1944.159 Rates and terns.

(a) Anortization period. Each loan will be schedul ed for paynment in
installnents within a period, not to exceed 33 years, as nmay be
necessary to assure that the loan will be adequately secured, taking
i nto account the probable depreciation of the security.

(b) Interest rate. Upon request of the applicant, the interest rate
charged by the Agency will be the lower of the interest rates in effect
at the tine of [oan approval or loan closing. |If an applicant does not
i ndicate a choice, the loan will be closed at the interest rate in
effect at the tinme of |oan approval. |Interest rates are specified in
Exhi bit B of RD Instruction 440.1 (available in any Agency Ofice).
(Revi sed 02-25-86, SPECI AL PN.)

(c) Anortization schedule. LH Ioans, including subsequent |oans closed
after May 1, 1985, nmust be on PASS, if the project has year-round
occupancy and nonthly income. LH |oans requiring annual installnents
due to seasonal incone may be closed on the daily interest accrua
system (DIAS) with nonthly or annual paynents. Al |oans on any project
recei ving a subsequent |oan on or after May 1, 1985, nust be converted
to PASS i f the subsequent loan is on PASS. Accounting and processing
paynments for PASS | oans will be handl ed under Subpart K of Part 1951 of
this chapter. (Added 05-01-85, SPECI AL PN.)

§ 1944.160 Of-farmloan limts. (Added 06-07-99, SPECI AL PN.)

(a) For all applicants, including its nenbers, who will be receiving
any benefits from Low I ncome Housing Tax Credits (LIHTC), the anount of
the RHS loan will be limted to no nore than 95 percent of the tota
devel opnent cost or 95 percent of the security val ue, whichever is |ess.
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(b) For all applicants, including its nenbers, not receiving any
benefits from LI HTC, who are nonprofit entities or State or local public
agenci es, the ampunt of the RHS loan will be limted to the tota

devel opnent cost or the security value, whichever is less, plus the 2
percent initial operating capital

(c) For all other applicants, including its nmenbers, not receiving any
benefits fromLIHTC, the amount of the RHS loan will be limted to no
nore than 97 percent of the devel opment cost or the security val ue,
whi chever is |ess.

88 1944.161- 1944.162 [Reserved]

§ 1944. 163 Conditions under which an LH grant nmay be nade:

A grant may be made to an eligible applicant only when all of the
foll owi ng requirenents can be net:

(a) The applicant will contribute at |east one-tenth of the tota

devel opnent cost, obtained fromits own resources, including any power
to |l evy taxes, assessnents, or charges, with funds from other sources,
or with an LH loan. The applicant's contribution nust be avail abl e at
the tine of grant closing. |If a LH loan is needed, the applicant wll
file an application for a conbination | oan and grant at the sanme time.

(b) The housing and related facilities will fulfill a pressing need in
the area in which the housing is or will be located and there is
reasonabl e doubt that such housing can be provided w thout the grant.

(1) The applicant will furnish factual evidence of fulfilling a
pressing need. This need will be docunmented in accordance with
Exhibits A-1 or A-2 of this Subpart, as applicable, and using
Exhi bit A-4 as a guidance if appropriate.

(2) \Wen appropriate, the District Director may check with sources
such as the State Departnent of Labor, Bureau of Enpl oynent
Security, and other reliable sources to verify the information
subm tted.

(3) If, after evaluating the information furnished by the Applicant
and additional information that may be provided, the District

Director determnes that the housing will fulfill a pressing need
and that a reasonabl e doubt exists that the housing can be provided
wi thout the grant, the District Director will prepare a narrative

statenment to support these concl usions.
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(c) The housing will be constructed in accordance with Exhibit A-3 of
this Subpart.

(d) The housing will be constructed in an econom cal nmanner and wl |
not be of el aborate or extravagant design or materi al

(e) The housing nmust be durable and suitable for year-round use unl ess
the need for such housing is seasonal and year-round occupancy is not
practical and will not be needed. Construction of seasonal farm | abor
housing will be permtted upon a finding of persistent need for m grant
farmwr ker housing in the area and such housing will be used solely by
m grant farmwrkers while they are away fromtheir residence. Seasona
farm | abor housing that will be occupied for six nmonths or |ess per year
by mgrant farmwrkers while they are away fromtheir residence, will be
constructed in accordance with Exhibit | to Subpart A of Part 1924.
Farm | abor housing that is to be occupied | ess than year-round but nore
than six nonths shall be in substantial conformance with and be easily
convertible to the applicabl e devel opnment standard as required by

§ 1924.5(d) (1) of Subpart A of Part 1924 of this chapter. Such projects
that are to be occupied | ess than year round but nore than six nonths
may be approved after review of the savings in construction costs, the
pl an for conversion to full conpliance with devel opment standards and
the Iong termneed for such housing. (Revised 05-12-87, SPECI AL PN.)
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(f)

Housing will be constructed and designed with the consideration

given to selecting the nost econonic, energy efficient heating (and

cool i
i nsul
Part

ng, if applicable) systens including, but not limted to,
ation in excess of the requirenents of Exhibit D of Subpart A of
1924, of this Chapter (RD Instruction 1924-A, Exhibit D);

active/ passive solar design; building orientation; and sun contro
neasur es.

§ 1944.164 Limtations and conditions.

(a)

Limtations on use of |oan and grant funds. Anong the purposes for

whi ch | oan and grant funds will not be used are the foll ow ng:

(b)
the |

(07- 10- 80)

(1) Providing housing for the nenbers of the imrediate famly of

t he applicant when the applicant is an individual farnowner, famly
farm corporation, or partnership, or an association of farners.
(I'mrediate fanmily in this instance includes nother, father

brothers, sisters, sons and daughters of applicant(s) and spouse.)

(2) Housing, related facilities, or household furnishings which are
el aborate or extravagant in design or nmateri al

(3) Refinancing debts of the applicant.

(4) Movabl e-type furnishings or equipnent except househol d
furni shings as defined in 8§ 1944.153(c).

(5) Paynment of any fees, charges, or comm ssions to any broker
negotiator, or other person for the referral of a prospective
applicant or solicitation of the |oan

(6) Payment of any fee, salary, comm ssion, profit, or compensation
to an applicant, or any officer, director, trustee, stockhol der
menber, or agent of the applicant, except as provided in

§ 1944.158(i).

Maxi mum anount of grant. The anount of any grant may not exceed
esser of: (Revised 06-07-99, SPECI AL PN.)

(1) N nety percent of the total devel opnent cost; or
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(2) That portion of the total cash devel opment cost which exceeds
the sum of any anount the applicant can provide fromits own
resources plus the anount of a |oan which the applicant will be able
to repay, with interest, fromincome fromrentals which | owincone
farmwrker famlies can be reasonably expected to be able to pay.
The availability of rental assistance and HUD section 8 subsidies
will be considered in determining the rentals that farmwrkers wll

pay.

(c) Advance of grant funds. The tinmes for requesting Treasury Checks
representing LH grant funds and depositing such checks in the
applicant's supervi sed bank account will be determ ned in accordance
with § 1944.175. When other funds to help finance the | abor housing are
bei ng supplied by the applicant fromits own resources or froma |oan
such other funds will be used before a grant check is requested fromthe
Treasury or deposited in or disbursed fromthe supervised bank account,
as appropriate to conply with § 1944.175.

(d) oligations incurred before |oan or grant closing. Wen the
applicant files an application for a loan or grant, the Loan Oficia

wi || advise the applicant that construction nust not be started and
obligations for work materials or |and nmust not be incurred or made
before the |l oan or grant is closed, and that it is the policy of RHS not
to permit |loan or grant funds to be used to pay such obligations or

rei mburse the applicant for such paynents. |[If, neverthel ess, the
applicant incurs expenses or makes paynents for such purposes before the
loan or grant is closed, the State Director nmay authorize the use of

l oan or grant funds to pay such expenses or reinburse the applicant only
when the State Director finds that all the follow ng conditions exist:
(Revi sed 06-07-99, SPECI AL PN.)

(1) The expenses were incurred: (Revised 06-07-99, SPECI AL PN.)

(i) After the applicant filed a witten application for a |oan
with RHS; or

(ii) Before the date of application as part of a

predevel opnent | oan specifically intended as interimfinancing
froma public agency or nonprofit organization and prior
concurrence of the National Ofice is obtained; or

(iii) Before the date of application as part of a devel opnment
loan nade to a State or |ocal public agency specifically

i ntended as tenporary financing and prior concurrence of the
National Ofice is obtained.
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(e)

(2) The applicant is unable to pay such expenses fromits own
resources or fromcredit fromother sources, and failure to

aut hori ze the use of |oan or grant funds to pay such expenses or
rei mburse the applicant would inpair the applicant's financia
posi tion.

(3) The expenses were incurred or paynments were nade for authorized
| oan and grant purposes.

(4) Contracts, materials, construction and any |and purchase neet
FmHA st andar ds.

(5) Payment of the expenses will renove any |iens which have
attached and any basis for liens that nmay attach to the property on
account of such expenses.

Gant resolution. A resolution will be adopted by the applicant's

Board of Directors and a certified copy included in the grant docket
before a grant is approved.

(07- 10- 80)

(1) For a grant acconpanied by an LH | oan, the formof resolution
attached as Exhibit E to this Subpart will be used with any
necessary changes required or approved by OGC. For a grant not
acconpani ed by an LH | oan, the formof resolution will be provided
or approved by the National Ofice, follow ng Exhibit E as closely
as feasible.

(2) The formof resolution to be adopted by the applicant wll
contain policy and procedural requirenments which should be read and
be fully understood by the applicant's Board of Directors and
officers. Included in the resolution will be provisions authorizing
FmHA to prescribe requirenents regardi ng the operation of the
housing and related facilities and other provisions including the
fol | owi ng:

(i) The rentals charged donmestic farmlabor will not exceed
such anobunts as are approved by FnHA after considering the

i ncome of the occupants and the necessary costs of operation
debt service, and adequate nmai ntenance of the housing.

(ii) The housing will be maintained at all times in a safe and
sanitary condition in accordance with standards prescribed by
State and local law, and as required by FnHA

(iii) In granting occupancy of the housing an absol ute
priority will be given at all times to donestic farm | abor

15
(Revi sion 2)

SPECI AL PN



RD I nstruction 1944-D
8§1944.164 (e) (Con.)

(3) The resolution will also authorize the appropriate officers of
the applicant to execute a "Labor Housing Grant Agreenent,” in the
format of Exhibit F of this Subpart. |If changes are required in
Exhi bit F, they must be approved by OGC

(f) Conditional obligations to repay grants. The obligations incurred
by the applicant as a condition of the grant will be in accordance with
Exhi bit F of this Subpart.

(g) Loan resolution or |oan agreenent.

(1) An organization will have its Board of Directors adopt a |oan
resolution and furnish a certified copy for the | oan docket before
| oan approval. The resolution will be substantially in the format

of Exhibit C of this Subpart. Any necessary changes nust be
approved by OGC.

(2) Al other loan applicants will execute a | oan agreenent in
substantially the same format as Exhibit D of this subpart (for
rental units) or Exhibit K of this subpart (for nonrental units).
Any necessary changes mnmust be approved by OGC. (Revised 01-19-93,
SPECI AL PN.)

(h) Restrictions on conditions of occupancy. No organizationa
borrower, other than an association of farmers or famly farm
corporation or partnership, will be permtted to require that an
occupant work on any particular farmor for any particul ar owner or
interest as a condition of occupancy of the housing. Tenant sel ection
shoul d be in accordance with Exhibit B of Subpart C of Part 1930 of this
chapter. No borrower will discrimnate, or permt discrimnation by any
agent, | essee, or other operator in the use or occupancy of the housing
or related facilities because of race, color, religion, sex, age,

handi cap, marital or famlial status, or National origin. Each borrower
will conmply with Subpart E of Part 1901 of this Chapter and prepare and
submt Form HUD 935.2, "Affirmative Fair Housing Marketing Plan," which
is available in any FnmHA office. (Revised 02-22-90, SPECI AL PN.)

(i) Supervisory assistance. Supervision wll be provided borrowers to
t he extent necessary to achieve the objectives of the loan and to
protect the interests of the Government. The provision of Subpart C of
Part 1930 of this Chapter (RD Instruction 1930-C) will be followed.
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(j) Location of housing.

(1) Miltifamly type housing designed for year-round occupancy wl|l
meet the location requirenments as explained in Exhibit A-3 of this
Subpart.

(2) Single famly type housing designed for year-round occupancy,
as explained in Exhibit A-3 of this Subpart, will be | ocated:

(i) On plotted lots within a subdivision which complies with
all local requirenents and is devel oped in accordance wth
Subpart C of Part 1924 of this Chapter, or

(Revi sed 6-22-87, SPECIAL PN.)

(ii) On scattered sites located to neet the | ocation
requi renents of Subpart A of Part 1944 and Subpart C of Part
1924 of this Chapter. (Revised 6-22-87, SPECI AL PN.)

(3) Housing designed for seasonal occupancy, whether single famly
or multifamly type housing may be |located on the farmas long as it
is not |ocated near farmservice buildings and will be situated to
al l ow for possible conversion to full-year occupancy shoul d the need
for mgrant farmwrkers in the area change.

(k) Intergovernnental review Intergovernnental consultation should be
carried out in accordance with 7 CFR Part 3015 Subpart V,

"I ntergovernnental Review of Departnent of Agriculture Prograns and
Activities" for 25 units or nore. See RD Instruction 1940-J, avail able
in any FnHA O fice. (Revised 12-23-83, SPECI AL PN.)

(1) @uidelines for preparing environnental assessment and environnmenta
i npact statenents. Al projects shall comply with Subpart G of Part
1940 of this Chapter. (Revised 1-30-84,

SPECI AL PN.)

(m Quidelines for projects affecting floodplains. The provisions of
the National Flood Insurance Act of 1968 as anended by the Fl ood

Di saster Protection Act of 1973 apply to FmHA authorities permtting
financing of LH now | ocated in or to be located in special flood or
mudsl i de prone areas as designated by the Federal Energency Managenent
Admi ni stration. Subpart B of Part 1806 of this Chapter (RD Instruction
426.2) applies. It should be enphasized, however,
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that FnHA' s response to fl oodpl ain devel opment is not Iimted to the

Fl ood | nsurance Program Pursuant to Executive Order 11988, "Fl oodplain
Managenent , " FrmHA shall not fund any housing projects which inpact a
floodplain unless there is no practicable alternative siting of the
project. Applicants, therefore, should concentrate in the early

pl anni ng stages of this proposal to locating sites which do not inpact
floodpl ains. See Subpart G of Part 1940 of this chapter for applicable
environnental requirements. (Revised 6-22-87

SPECI AL PN.)

(n) LHIoans to Anerican Indians secured by trust or restricted |and.
Loans to individuals will be secured by a nortgage on the | easehold
interest held by the applicant. The |easehold interest nust neet the
conditions of 81944.18(b)(5) of Subpart A of Part 1944. Loans to tribes
or tribal corporations will be secured in accordance with 881823. 409 and
1823. 414(a) of Subpart N of Part 1823 of this Chapter (RD Instruction
442.11, paragraphs I X and XIV A).

(Revi sed 08-20-93, SPECI AL PN.)

(o) Refinancing LH Ioans. Each borrower nust agree to refinance the
unpai d bal ance of the LH loan at the request of FnHA whenever it appears
to FHA that the borrower is able to obtain a | oan fromresponsible
cooperative or private credit sources at rates and terns which FnHA
consi ders reasonable, and still rent the units to eligible occupants at
rental rates within their paynment ability. The refinancing of an LH

| oan nust conply with the restrictions indicated in 81944.176(d)(2) of
this subpart. The provisions of Subpart E of Part 1965 of this chapter
must be followed before the State Director or other designated officia
can approve or accept prepaynent or refinancing of the FnHA | oan

(Revi sed 08-20-93, SPECI AL PN.)

(p) Restrictive-use provisions for LH | oans. The acceptance of a farm
| abor housing loan will make the borrower subject to the restrictive-use
provi sions contained in Exhibit A-1 of Subpart E of Part 1965 of this
chapter. (Revised 08-20-93, SPECI AL PN.)

(g) Uniform Rel ocation Assistance and Real Property Acquisition Act of
1970. Conpliance with the requirenents of this Act applies to public
bodi es and agenci es which have the power of em nent domai n and/ or

condemation. It will be the responsibility of the applicant to provide
assistance required for rel ocation of displaced persons fromthe site on
which a LH project will be |l ocated. FnmHA | oan funds may be increased to

cover costs incurred in the relocation of displayed persons fromthe
site over and above the appraised value of the property. Until nationa
FrHA
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i nstructions are published the Department regul ations found at Part 21
of this Chapter should be followed and the National Ofice should be
consul ted for guidance in developing an LH | oan for a project affected
by this Act. However, the follow ng shoul d be consi dered:

(1) Cenerally, sites which will involve relocation of displaced
persons should not be considered if alternatives sites are
avai |l abl e.

(2) For the purpose of determ ning the appraisal value of the site
to be acquired in respect to LH projects which involve rel ocation of
di spl aced persons, the designated FnHA multiple fam |y housing
apprai ser or such other agency desi gnated apprai ser shall be used.

§81944. 165 - 1944.167 [Reserved]

81944. 168 Security requirenents.

(a) Ceneral. Each loan will be secured to adequately protect the
financial interest of the Governnent in the loan during its repaynent
period. The anount of the |oan may not exceed the value of the security

for the loan as determ ned by an appraisal, |less the unpaid principa
bal ance, plus past due interest of any prior liens that will or wll
likely exist against the security after the loan is closed. |If the

State Director determines it necessary or advisable to encunber
househol d furni shings purchased with | oan funds, the State Director
will, with the advice of OGC, issue appropriate instructions setting
forth the manner in which household furnishings will be secured.

(b) Loan to an organization or an association of farners.

(1) A loan to an organization or an association of farners which
can give a real estate nortgage will be secured by a nortgage on
good and nmarketable title to the real estate including the housing,
the related facilities, and the site, subject to any exceptions that
may be waived as provided in Subpart B of Part 1927 of this Chapter.
(Revi sed 03-31-92, SPECI AL PN.)

(2) If a first nortgage cannot be obtained, a junior nortgage may
be taken provided:

(i) The prior nortgage as affected by the State | aw does not
contai n such provisions for future advances, paynent schedul es,
forfeiture or cancellation, foreclosure w thout adequate notice
to junior lienholders, or other matters which may jeopardize
FmMHA' s security position or the borrower's ability to pay the

| oan; or

(ii) Such provisions are satisfactorily limted, nodified,
wai ved, or subordinat ed.
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(3) If it is inpossible for an applicant which is a public or
quasi - publi c organi zation to give a real estate nortgage, the
security to be taken will be determ ned by the National Ofice upon
the recommendation of the State Director. The State Director should
consult OGC as to whether the proposed security is legally

per m ssi bl e.

(4) In individual cases, additional security may be advisable to
ensure that the |oan objectives will be carried out. For exanple,
to provide for nore effective managenment and operation, one or nore
of the followi ng types of security may be required.

(i) A nortgage on other real estate owned by the applicant.

(ii) A pledge, assignment, nortgage, or other security
interest in income fromthe housing.

(iii) A cosigner on the prom ssory note, letter of credit,
endor senents, assessnents, user agreenents, personal liability
agreenments, or nenbership subscription agreenents.

(5) As a general policy, personal liability will be required of the
menbers of an association of farmers.

(c) Loan to an individual farmowner or famly farm corporation or

partnership. For every loan to an individual farnowner or famly farm
corporation or partnership, a real estate nortgage will be taken on the

farm whenever practicable, in accordance with Subpart B of Part 1927 of
this chapter. However, if requested by the applicant, a nortgage nay be
taken on the units and at |east enough land to clearly provide adequate

security for the I oan as deternmi ned by an appraisal. |In such cases, the
| oan nust neet the follow ng conditions: (Revised 03-31-92, SPECI AL
PN.)

(1) If the tract to be nortgaged is covered by a prior lien which
al so applies to other land, the tract to be given as security mnust
ei ther:

(i) Be released fromthe prior lien or subordinated to permt
afirst lien for the LH |l oan, or

(ii) Provide adequate security for the entire prior |lien debt
and the LH | oan and conply with Section 1944.18(b)(6) of
Subpart A of Part 1944.

(Revi sed 12-21-81, SPECI AL PN).

(2) Personal liability will be required of all stockhol ders or
partners.
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8 1944.169 Technical, legal, and other services.

(a)

(b)

Appr ai sal s.

(1) An appraisal is required when real estate is taken as security.
The apprai sal nust be made in accordance with the Uniform Standards
of Professional Appraisal Practices (available in any Rura

Devel opnent office). (Revised 06-07-99, SPECI AL PN.)

(2) If the loan includes funds for purchasi ng househol d furnishings

or equi prent which will not become part of the real estate, a
narrative type appraisal, identifying the items, will be prepared by
t he enpl oyee preparing the real estate appraisal. The value placed
on such furnishings will be based on conparable selling prices in
the area.

Architectural and engineering services. Housing and rel ated

facilities will be planned and designed to neet the needs of the type of
occupants who will likely occupy it. A witten contract for
architectural or engineering services will be required as outlined in

subpart A of part 1924.

(c)

(07- 10- 80)

Construction and devel opnent polici es.

(1) Planning and construction. Housing and related facilities
wi || be planned in accordance with subpart A of part 1924 and
Exhi bit A-3. Construction and devel opment will be perforned in
accordance with subpart A of part 1924.

(2) Labor standards provisions. Construction financed with the
assistance of an LH grant will be subject to the provisions of the
Davi s- Bacon and ot her related Acts, which are published in the
Department of Labor regulations (29 CFR, parts 1, 3, and 5).

(Revi sed 10-30-96, PN 267.)

(3) Conpliance with | ocal codes and regulations. Planning
construction, and operation of housing financed with the LH | oan or
grant will conformwith all applicable Federal, State, and |oca

| aws, ordi nances, codes, and regul ati ons governing such matters as
zoni ng, construction, heating, plunbing, electrical installation

fire prevention, health and safety, and sanitation. |If there are no
| ocal or State codes and regul ati ons governing these matters, the
State Director will issue appropriate guidelines to insure that the

facilities neet all RHS requirenents.
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(4) Land use objectives. Location of projects shall, to the extent
practicable, result in the preservation of Inportant Farm ands and
Forestl ands, Prime Rangel and and Wetl ands. State Directors wll
assure that RHS actions, investnments, and prograns on non-Federa

| ands are consistent with State and | ocal |and use plans and
progranms to the extent practicable. 1In carrying this out, State
Directors will:

(i) Attenpt to integrate departnmental and State and | ocal |and
use policies and prograns.

(ii) ldentify and mnimze to the extent practicable adverse
environnental, econonic, and social effects of RHS projects and
progr amns.

(iii) Provide | andhol ders and ot her concerned peopl e

i nformation about the alternatives to, and the associ ated
environnental, social, and economc inplications of proposed
actions.

(iv) Refrain fromenabling others to irreversibly convert
t hese | ands or encroaching or enabling other encroachnents on
flood plains unless there are no practicable alternatives.

(v) I'n unusual circunstances when the State Director is unable
to make a determ nation regarding land classification, the
State Director will request assistance fromthe Chief of the
Nat ural Resource Conservation Service in Washi ngton, D.C

(Revi sed 10-30-96, PN 267.)

(d) Optioning of land. |If a loan or grant includes funds to purchase
real estate, an acceptable option to purchase or purchase agreement wl|
be included in the application. After the loan is approved, the
District Director will have Form RD 440-35, "Acceptance of Option," or
ot her appropriate form of acceptance, conpleted, signed, and mailed to
the seller.

(e) lnsurance. The State Director will determ ne the m ni num anounts
and types of insurance the applicant will carry.
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(1) Fire and extended coverage will be required on all buildings
included in the security for the loan in accordance with Subpart A
of Part 1806 of this chapter (RD Instruction 426.1).

(2) Suitable Wrkman's Conpensation Insurance will be carried by
the applicant for all its enpl oyees.

(3) The applicant will be advised of the possibility of incurring
liability and encouraged, or may be required when appropriate, to
obtain liability insurance.

(f) Title clearance and | egal services. Wen the applicant is an
organi zation, or has special title or |oan closing problens, title

cl earance and | egal services will be obtained in accordance wth
instructions fromthe OGC. In other cases, the provisions of Subpart B
of Part 1927 of this chapter regarding title clearance and | ega
services apply. (Revised 03-31-92, SPECI AL PN.)

(g) Use of and accountability for |oan and grant funds. Loan and grant
funds and any funds furni shed by the borrower for authorized purposes

wi || be deposited and handl ed i n accordance with Subpart A of Part 1902
of this chapter.

(1) Funds furnished by the borrower for the purchase of specia

equi prent and furni shings to be used in connection with the project,
for which loan or grant funds could not be used, should not be
deposited in the supervised bank account with | oan or grant funds.

(2) For all organizations collateral will be pledged by the
financial institution for any loan or grant funds or borrower
contribution in accordance with Section 1902.7 of Subpart A of
Part 1902. (Revised 7-6-81, SPECI AL PN.)

(3) Funds may be di sbursed fromthe supervised bank account only
for authorized | oan or grant purposes.

(h) Bond counsel. Al public bodies offering bonds as security for the
LH | oan are required to obtain the services of recogni zed bond counse

in the preparation of evidence of indebtedness in accordance wth

§ 1942.19 of Subpart A of Part 1942 of this chapter except as provided
in paragraph 1 of Exhibit H of this subpart.

(i) Surety Bonding and Fidelity Coverage. (Revised 08-30-93,
SPECI AL PN.)

(1) The provisions of Subpart A of Part 1924 of this chapter
pertaining to surety bonds are applicable to LH | oans and grants.
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(2) If the applicant is an organization, it will provide fidelity
coverage for any personnel entrusted with the receipt, custody, and
di sbursenment of any project nonies, securities, or readily sal eable
personal property other than nmoney or securities. Fidelity coverage
will be in force as soon as there are assets in the ogranization in
accordance with the provisions described in paragraph XV A of

Exhi bit B of Subpart C of Part 1930 of this chapter.

(Revi sed 08-30-93, SPECI AL PN.)

(j) Contracts for legal services. On projects requiring extensive

| egal services, the applicant will be required to have a witten
contract for these services. Al such contracts will be subject to

revi ew and approval by RHS and, therefore, should be submitted to RHS
bef ore execution by the applicant. Contracts will provide for the types
of service to be perfornmed and the anmpunt of the fees to be paid, either
in lunp-sumon the conpletion of all services or in installnments as
services are perforned. "Legal Service Agreenent,” Exhibit G of this
subpart, may be used.

§ 1944.170 Preapplication requirenents and processing. (Revised 06-07-99,
SPECI AL PN.)

A two-stage application process is used. In stage one, applicants submt
a preapplication, which is used to determine prelimnary eligibility and
feasibility. Preapplications selected for further processing will be invited

to submt an application. The preapplication consists of SF-424.2,
"Application for Federal Assistance (For Construction)" and the information
listed in exhibit A1 or A-2 of this subpart, as applicable. Preapplications
for off-farmnew construction | oans and grants will be accepted and processed
in accordance with this section when NOFA is announced in the Federal
Register. Applicants are advised to read the NOFA carefully for any
restrictions on | oan or grant anounts. Preapplications for repair and
rehabilitation of existing off-farmLH units and new units of on-farm housing
may be submitted any tine during the year and will be processed on a first-
come, first-served basis in accordance with subpart L of part 1940 of this
chapter.

(a) Preapplications for new units in off-farmfacilities.

(1) The Agency will publish NOFA annually in the Federal Register
wi th deadlines for submitting preapplications. The notice wll

i ncl ude the ampunt of funds available, any limt on the anount of

i ndi vidual | oan and grant requests, any linmt on the amount of funds
that any one State may receive, and the | oan scoring criteria.
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(b)

(2) The preapplication nmust be submitted in accordance with NOFA
and consists of SF-424.2, "Application for Federal Assistance (For
Construction),” and the information required by exhibit A-1 of this
subpart. The preapplication will be used by the Agency to determ ne
prelimnary eligibility and to score and rank proposals.

Prelimnary eligibility assessnent of preapplications received in

response to NOFA. The Agency will nake a prelimnary eligibility

assessnent using the following criteria:

(c)

(1) The preapplication was received by the subni ssion deadline
specified i n NOFA;

(2) The preapplication is conplete as specified in NOFA

(3) The applicant is an eligible entity and is not currently
debarred, suspended, or delinquent on any Federal debt; and

(4) The proposal is for authorized purposes.

Scoring and ranking off-farm preapplications. The Agency wil|l

score and rank of f-farm preapplications for new units that neet the
criteria of paragraph (b) of this section

(07- 10- 80)

(1) The following criteria will be used to score project proposals:

(i) The presence and extent of |everaged assistance, including
donated land, for the units that will serve programeligible
tenants, cal culated as a percentage of the RHS tota

devel opnent cost (TDC). RHS TDC excl udes non-RHS eligible
costs such as a developer’s fee. Leveraged assistance
includes, but is not limted to, funds for hard construction
costs, Section 8 or other non-RHS tenant subsidies, and state
or federal funds. A mninumof ten percent |everaged
assistance is required to earn points. (0 to 20 points)

(A) To count as |leveraged funds for purpose of the
selection criteria:

(1) A commitnent of funds nmust be received within a
timeframe that permts processing of the | oan request
within the current funding cycle (the |atest
commitment date for |everaged funds will be announced
i n NOFA); and
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(2) If RHS RAis being provided, the interest cost
to the project using | everaged | oan funds may not
exceed the cost of 100 percent LH | oan financing.

(B) For donated land to be scored as | everaged
assistance, all of the follow ng conditions must be net.

(1) Based on a prelimnary review, the land is

sui tabl e and neets Agency requirements. Final site
acceptance is subject to a conpleted environnenta
revi ew.

(2) Site devel opment costs do not exceed what they
woul d be to purchase and develop an alternative site.

(3) The overall cost of the project is reduced by
t he donation of the |and.

(C Points for |everaged assistance will be awarded in
accordance with the followi ng table. Percentages will be
rounded to the nearest whol e nunber, rounding up at .50
and above and down at .49 and bel ow. For exanple, 25.50

beconmes 26; 25.49 becones 25. |If the total percentage of
| everaged assistance is |less than ten percent, and it
i ncl udes donated |l and, two points will be awarded for the

donat ed | and.

Per cent age Poi nt s
75 or nore 20
60- 74 18
50- 59 16
40- 49 12
30- 39 10
20- 29 8
10-19 5
0-9 0

Donated | and in proposals
with | ess than ten percent
total |everaged assistance 2

(ii) The loan request is in support of an Agency initiative
announced in NOFA. (10 points)

(iii) Seasonal, tenporary, or mgrant housing. (5 points for
up to and including 50 percent of the units; 10 points for 51
percent or nore)
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(d)

(07- 10- 80)

(iv) For FY 1999 and FY 2000 funding cycl es, outstandi ng
applications or requests that were i ssued an AD- 622, “Notice of
Preapplication Review Action,” inviting a formal application

or had been reviewed and authorized by the National Ofice
prior to Cctober 29, 1998. (15 points)

(2) The Agency will rank preapplications by point score. For
point-score ties within the State, rank order will be determ ned by
giving first preference to the application with the greatest actua
percent age of |everaged assistance. |In case of further same-State
ties, rank order will be determined by lottery.

Selection of preapplications for further processing.

(1) States will make a prelimnary eligibility and feasibility
assessnent, score and rank the preapplications, and provide this
information to the National O fice with their review conments.

(2) The National Ofice will rank the preapplications nationw de.
In case of point-score ties in the National ranking, first
preference will be given to a preapplication to develop units in a
state that does not have existing RHS-financed off-farmLH units;
second preference to a preapplication froma State that has not yet
been selected in the current funding cycle. 1In the event there are
mul tiple preapplications in either category, one preapplication from
each State (the highest State-ranked) will conpete by conputer-based
random |l ottery. |If necessary, the process will be conpleted unti

all same-pointed preapplications are selected or funds are

exhaust ed.

(3) The Agency will not select a preapplication for a new LH | oan
in an area with conpeting or problem projects when

(i) The Agency has sel ected another LH proposal in the same
mar ket area for further processing;

(ii) A previously authorized or approved Agency, HUD, or
simlar assisted MFH project in the sane market area serving
farmwr kers has not been conpleted or reached its projected
occupancy | evel ; or

(iii) An existing Agency, HUD, or simlar assisted MFH proj ect
in the same market area serving farmwrkers is experiencing
hi gh vacancy | evels, unless such vacancy is planned as part of
t he occupancy cycle of a seasonal |l y-operated m grant farmorker
facility.
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(4) The National Ofice will notify States of the preapplications
t hat have been selected for further processing.

(5) |If any selected preapplications cannot neet the processing
deadl i nes established by the Agency to enabl e processing and fund
obligation within the current funding cycle, or if requested

| everaged funds are not conmmitted within the tinmeframe established
in NOFA, the Agency will select the next ranked preapplication for
processi ng.

(e) Notification to applicants. States will notify all applicants of
the results of the selection process.

(1) Applicants selected for further processing will be notified and
processed in accordance with this section and § 1944.171 of this
subpart.

(2) Project proposals not selected for further processing,

i ncludi ng i nconpl ete proposals or those that failed to neet NOFA
requi renents, or those that could not be reached because of
insufficient funds, will be returned to the applicant with the
reason they were not sel ected.
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(f)
SPECI

(07- 10- 80)

Actions by State Director. (Renunbered and Revi sed 06-07-99,
AL PN.)

(1) If the applicant is an organi zati on adopti ng wit hout change the
"Articles and Byl aws" prescribed by State supplenents, the
preapplicati on need not be submtted to OGC

(2) In all other cases involving | oans or grants to organi zati ons,
t he docket, with any questions or comments of the State Director,
will be submitted to OGC for a prelimnary opinion as to whether the
applicant and the proposed | oan nmeet or can nmeet the requirenment of
State |law and this Subpart.

(3) An original and one copy of the appropriate environnental

revi ew docunment required by Subpart G of Part 1940 nmust by conpl et ed
prior to submitting the docket to the National Ofice for review
(Added 10-19-88, SPECI AL PN.)

(4) In cases not receiving a National Ofice review, the follow ng
statenent is to be added to the Form AD-622: "You are advi sed

agai nst taking any actions or incurring any obligations which would
either imt the range of alternatives to be considered, or which
woul d have an adverse effect on the environment. Satisfactory
conpl etion of the environnental review process in accordance with
Subpart G of Part 1940 of this chapter must occur prior to |oan
approval. The issuance of this review action does not constitute
site approval." (Added 10-19-88, SPECI AL PN.)

(5) Determ ning anount of grant.

(i) GCeneral. The State Director will determ ne the anount the
applicant can obtain from other sources, including an LH | oan,
and the anobunt of the grant to be made, within the limts set
forth in § 1944.164(b) of this subpart. The State Director
will make this determnation after thoroughly anal yzing the
information in the docket and receiving authorization fromthe
National Ofice.

(ii) Method of determ ning anmount of grant.
(A) The State Director will exam ne the income of the

proj ect based on the estimted rental charges and
operating costs of the housing when in full
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operation to determ ne the soundness of the operations.
VWen there is any doubt as to the probabl e soundness due
to unrealistic planning of income or operating expenses,
or for other reasons, the housing project and its
operation will be discussed with the applicant to

det ermi ne changes which can be made to correct the
defi ci enci es.

(B) Wen a sound plan of operation has been agreed upon,
the State Director will determi ne the amount of funds that
can be expected to be avail able from other sources,
including a LHloan. The State Director will also
determ ne the anobunt of income available for |oan
repaynents after allow ng for reasonabl e and necessary

mai nt enance costs, paynents on debts of the applicant, and
the orderly accunmul ati on of an adequate reserve.

(C© The anount of the grant will be the difference

bet ween the anmount of funds to be provided in accordance
wi th paragraph (f)(5)(ii)(A) of this section, plus any
funds available fromthe applicant's own resources and the
total devel opment cost of the project. In no case,
however, may the anount of the grant exceed 90 percent of
the total devel opnent cost.

(6) Wen the State Director considers it necessary, any
preapplication may be sent to the National Ofice for evaluation and
instructions. (Renunbered 10-19-88, SPECI AL PN.)

§ 1944. 171 Preparation of conpleted | oan and/or grant docket.

(a) Information needed. |If the applicant has been requested to file an
application, SF 424.2 (For Application Subm ssion) and the additiona
information as outlined in Exhibit A-1 or A-2, as applicable, will be

submtted to the District Director. (Revised 04-11-90, SPECI AL PN.)
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(b) District Director's responsibility. As the information for the

| oan docket is being developed, the District Director will work closely
with the applicant. The District Director will review and verify the

i nformati on furni shed for correctness, adequacy, and conpl eteness. The
District Director will determ ne that the market survey is adequate and
that the market survey report is accurate. The District Director wll
eval uate the manner in which the applicant plans to conduct its business
and financial affairs and comment on the adequacy of the managenent.

(c) County Committee certification. County Conmittees will not be used
to review LH | oan and/ or grant applications.

(d) Assenbly, review, and distribution of conplete |oan and/or grant
docket itenms. Wen all itenms required for the conplete | oan and/ or
grant docket have been furnished, they will be exam ned thoroughly by
the FHA official who will approve the |loan and/or grant to make sure
they are properly and accurately prepared and are conplete in
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all aspects, including dates and signatures. The |oan and/or grant
docket items will be assenbled in the followi ng order for distribution
after approval: (Revised 5-1-85, SPECIAL PN.)

Tot al Si gned Nunber
Form Nane of Form No. of by for Copy for
Nunber or Docunent Copi es Bor r ower Docket Bor r ower
SF424.2 Application for 3 1 2-0&1C 1-C

Federal Assi stance
(For Construction)
(For preapplication subm ssion)

**Exhibit A-1 Information to be
[or Exhibit Submtted for
A-2] Labor Housing (LH)
Loan or G ant 2 o 1-0 1-C

** Menmorandum from t he
Nati onal O fice
aut hori zi ng devel op-
ment of | oan docket
and | oan or grant
approval if required
by 81944.170 (c) 1 - 1-0 -

AD- 622 Noti ce of Preapplication
Revi ew Acti on 3 - 2-C 1-0

SF-424.2 Application for Federal
Assi st ance
(For Construction)
(For application
subm ssi on 3 1 2-0&1C 1-C

FmHA 1910- 11 Applicant Certification,
Federal Collection
Policies for Consuner or
Conmrer ci al Debts 2 1 1-0 1-C

**Exhibit A-1 Information to be
[or Exhibit Submtted for an LH
A- 2] Loan or G ant 2 0] 1-0 1-C

FmHA 1944-50 Miltiple Fam |y Housing
Bor r ower / Pr oj ect
Characteristics 1 - 1-0O -
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Tot al Si gned Nunber
Form Nane of Form No. of by for Copy for
Nunber or Docunent Copi es Bor r ower Docket Bor r owner

FmHA 1944-51 Multiple Fam |y Housi ng
oligation - Fund
Characteristics 3 3-0 and 2C 1-0 1

FmHA 400-1 Equal Qpportunity

Agr eenment 2 - 1-0 1-C

**FnrHA 400-3 Notice of Contractors
and Applicants 2 - 2-0&1C 1-C
FrmHA 400- 4 Assur ance Agreenment 2 1 1 1
**FnHA 400- 6 Conpliance Stat enent 3 - 2-0&1C 1-C

HUD 935. 2 Affirmative Fair
Housi ng Mar ket Pl an 2 - 2-0&1C -

**Evi dence of Lega
Aut hority (copies
or citation provisions
of State constitution
and statutory
aut hority) 2 1 1-0 1-C

Apprai sal report with
attachnents 1 - 1-0 -

**FnHA 1940- 20 Request for Environ-
mental I nformation 1 1 1-0 -

**EnHA 1940- 21 Environnental Assessment
for Cass | Action 1 1 1-0 -

**EnHA 1940- 22 Envi ronnent al Checkl i st
for Categorical
Excl usi ons 1 - 1-0 1

**Exhibit H, Subpart G

Part 1940 1 - 1-0 1
FmHA 426-1 Val uati on of
Bui | di ngs 1 - 1-0 -
**FnHA 440-9 Suppl ement ary Paynent
Agr eement 2 1 1-0 1-C
28
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Tot al Si gned Nunber
Form Nane of Form No. of by for Copy for
Nunber or Docunent Copi es Bor r ower Docket Bor r ower
O her Loan Docket Itenms. Prelimnary Title OQpinion or a title insurance

bi nder, and a copy of deed, purchase contract, or other
owner ship, or an option

*Proof of Organization

(Certified copy of

charter or articles

or incorporation) 2 1 1-0

*Certified copies of
byl aws or regul ations 2 1 1-0

*List of nanes, and ad-

dresses of officers,

directors, and menbers

and nenbership interest

hel d by each 2 1 1-0
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Tot al Si gned Nunber
Form Nane of Form No. of by for Copy for
Nunber or Docunent Copi es Bor r ower Docket Bor r ower
*Certified copy of 1 1 1-0 -
Loan Resol ution
**Loan Agreenent 2 1 1-0 1-C
**Survey of |and given
as security, plans,
speci fications, cost
estimates, and pro-
posed manner of
construction 2 1 1-0 1-C
**Exhibit A-5 Statement of Budget,
and Cash Fl ow 2 1 1-0 1-C
**FrHA 431-2 Farm and Hone Pl an 2 1 1-0 1-C

VWhen applicable, include copy of |ease or occupancy agreenent
to be used, report of lien search, option or foreclosure notice
agreenment, and itens of information concerning prior

nort gage(s) .

For subsequent | oans made in conjunction with transfers to
nonprofit corporations or public agencies to avert prepaynent,
follow the additional directions in 81965.65 (f) of Subpart B
of Part 1965 of this chapter. For advances made to nonprofit
corporations or public agencies to avert prepaynent, follow the
directions in 81965.217 of Subpart E of Part 1965 of this
chapter. (Added 08-20-93, SPECI AL PN.)

* When applicant is an organization
** \When appl i cabl e.

(e) Submi ssion of docket to State Ofice. (Revised 5-1-85,
SPECI AL PN.)

(1) The loan and/or grant docket needing State O fice approval,

i ncludi ng coments and recommendati ons by the District Director,
will be submitted to the State Ofice. The State Director wl|
prepare and include in the docket a nenmorandumto the District
Director which will either require additional information if the
material submitted is inadequate or will set forth the conditions of
| oan approval. The proposed conditions of |oan
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(f)

approval nust indicate if construction will be financed by nultiple
advances or interimfinancing, if the loan will be closed on D AS or
PASS, and when the paynment will be made, if an annual paynent is

i ndi cated due to seasonal incone.
(Added 5-1-85, SPECI AL PN.)

(i) Loans for nultiple advance construction on PASS or DI AS
monthly installnents will include the cost of construction |ess
the cost of interest during construction. To determ ne the
reconmended | oan anmount the District Director shoul d determ ne
t he authorized | oan amount including construction interest,
then subtract the estimted construction interest fromthe | oan
amount. Interest during construction will be capitalized as
aut horized in 81944.158 (j) of this subpart.

(Added 5-1-85, SPECIAL PN.)

(ii) Loans for interimfinanced construction may include the
cost of interest during construction as authorized in §1944. 158
(j) of this subpart. (Added 5-1-85, SPECIAL PN.)

(iii) Loans for multiple advance construction on DIAS, with
annual installnment and deferred principal paynments, may include
the cost of interest during construction as authorized in
8§1944.158 (j) of this subpart.

(Added 5-1-85, SPECIAL PN.)

(2) The advice of the Ofice of the General Counsel (OGC) shoul d be
obtained for all |oans and/or grants to organi zati ons and

associ ations of farners and their comrents included in the
nmenorandumto the State Director. |If the State Director determnes
that the | oan and/or grant should be approved, the State Director

wi || approve the | oan and/or grant and sign the menorandumto the
District Director as required by paragraph (e)(1l) of this section
(Added 5-1-85, SPECIAL PN.)

Subni ssion of docket to National O fice. The final |oan and/or

grant docket need not be submitted to the National Ofice unless
requi red by an authorizing nmenmorandumresulting fromconpliance with
§1944. 170.

(9)

Announcenent. When it is determned that a | oan and/or grant can

be approved, project information will be prepared in accordance with RD
I nstruction 2015-C which is available in the FrHA State and Nati ona
Ofices. (Revised 8-19-83, SPECIAL PN.)
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(h) Establishing borrower/project data. Prior to |oan approval, the
State Director, District Director or a designee will input into the
accounting systemthrough field office termnals, the information
contained in Form RD 1944-50. (Added 5-1-85, SPECI AL PN.)

8§1944.172 [Reserved]

81944. 173 Loan and grant approval - delegation of authority.

The State Director and District Director are authorized to approve | oans
and/ or grants in accordance with this Subpart and Subpart A of Part 1901 of
this Chapter. The State Director may del egate | oan or grant approval in
witing to State Ofice enpl oyees other than District Directors. No LH grant
may be approved by the State Director without the prior consent of the
National Ofice.

(a) Action before loan or grant approval. The [oan or grant approval
official is responsible for review ng the docket to determ ne that the
proposed | oan and grant conplies with all pertinent regulations,
instructions, and directives. In making this review, the approval
official will determne that:

(1) The applicant is eligible.
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(b)

(2) The funds are requested for authorized purposes.

(3) The proposed | oan or grant is sound.

(4) The security is adequate for the | oan.

(5) Al'l preapproval requirenents have been net.

(6) Compliance with Title VI of the Gvil R ghts Act will be met.
(7) Al other requirements will be net.

Approval of |loan or grant. When a loan or grant is approved:

(1) The approving official will prepare and sign Form RD 1944-51 in
an original and one copy. The State Director, District Director or
a designee will obligate | oan and/or grant funds for the project
through a field office termnal in accordance with the FM for Form
RD 1944-51 and the MFH User Procedure. (Revised 5-1-85, SPECH AL
PN.)

(2) The individual obligating the loan or grant will record the
date and time of the obligation and sign Form RD 1944-51 in
accordance with the FM. (Revised 5-1-85, SPECI AL PN.)

(3) The obligation date of |oan and/or grant funds will be
confirmed through use of field termnals the foll ow ng work day.
(Revi sed 5-1-85, SPECI AL PN.)

(4) The Finance Ofice will mail the State Ofice Form FmHA 1944-
57, "Multiple Fam |y Housing Acknow edgenent of Obli gated

Funds/ Check Request,” confirm ng the reservation of funds with the
obligation date inserted as required by the FM for Form RD 1944-57.
Form RD 1944-57 will be prepared and distributed in accordance with
the FM. (Revised 5-1-85, SPECIAL PN.)

(5) FormRD 1944-51 will not be mailed to the Finance O fice unless
there is an excessive tine period in which the termnals are not
operable. Inmediately after confirmng the reservation of funds for
not-for-profit organi zati ons and public bodies, through use of the
term nal operating station, the State Director will call the
Information Division in the National Ofice as required by Subpart C
of Part 2015 of this chapter. Notice of approval to the applicant
wi Il be acconplished by mailing the applicant's signed copy of Form
RD 1944-51 on the obligation date. The State Director, District
Director or a designee will record the actual date of applicant
notification on the original of FormRD 1944-51 and include the
original of the formas a permanent part of the District Ofice
project file with a copy in the State Ofice file. (Revised 5-1-85,
SPECI AL PN.)
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(6) Determine the maxinumrental rates to be charged donmestic farm
| abor for occupancy of the housing, and advise the applicant, in
witing, of these maximumrates. In determ ning the nmaxi mumrenta
rates due consideration nmust be given to the incone and earning
capacity of the prospective occupants of the housing and the cost of
operating and mai ntai ni ng such housing. As a general guide, the
rental charges should not exceed 25 percent of the occupant
famlies' estimated adjusted annual incone. (Revised 5-1-85,
SPECI AL PN.)

(c) Disapproval of or adverse action on a loan or grant. When a |oan
and/ or grant is disapproved or if adverse action is taken, the reasons
for such action will be shown on the original FormRD 1944-51. Form RD
1944-51 will be initialed and dated. The District Director will notify
the applicant in witing of the disapproval of or adverse action on the
| oan or grant and the reasons therefore and advise them of their right
to appeal in accordance with Subpart B or Part 1900 of this Chapter.
The di sapproved docket will then be handl ed in accordance with RD
Instruction 2033-A which is available in any FnHA office. Any appeals
as a result of disapproval or adverse action will be handled in
accordance with Subpart B of Part 1900 of this Chapter. (Revised 5-1-
85, SPECI AL PN.)

81944. 174 Distribution of | oan and/or grant approval docunents.

For a loan to an organi zation, or in special cases, the approved | oan or
grant docket, including any title evidence, will be sent to OGC by the State
Ofice for preparation of closing instructions and any special |egal docunents
required for closing. The original executed, w tnessed | oan and grant
resolution, or a certified copy of the required |oan and grant resol ution nust
be supplied by the applicant in tine to be include the proposed grant
agreement for OGC review. No docket will be considered which fails to include
such a required resolution or Proposed agreenent. OGC will route the docket,

i ncluding closing instructions and any such | egal docunents, to the District
Ofice through the State O fice for review and for inclusion of any further
i nstructions needed in closing the |oan.

81944. 175 Actions subsequent to | oan and/or grant approval.

(a) Interimfinancing fromcommercial sources. Interimfinancing may
be used when a | oan or conbi nation | oan and grant exceeds $50, 000

provi ded funds can be borrowed at reasonable interest rates from
conmer ci al sources for the construction period. Wen interimconmercia
financing i s used:

(1) The docket will be processed to the stage where the FnHA | oan
or conbination [ oan and grant would normally be closed. FnHA | oan
or conbination | oan and grant funds will be obligated before the
applicant proceeds with the final arrangenents for interim
commer ci al financing.



(2) The State Director or District Director may deliver a copy of
Form RD 1944-57 as evidence of the FnHA commitnent, if necessary, or
a letter stating that funds in specified anmounts have been
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(b)

obligated and will be available to retire the interimfinancing if
the applicant conplies with the approval conditions. See Exhibit I
of this Subpart for a sanple letter that may be used. (Revised 5-1-
85, SPECI AL PN.)

(3) FmHA will undertake simlar functions as if FmHA funds had been
advanced from the standpoint of approving construction contracts and
the nmonitoring of construction

(4) The supervised bank account will normally not be used for funds
obt ai ned through interimcomercial financing. However, the
District Director will approve Form RD 1924-18, "Partial Paynent
Estimate," to insure that funds are used for authorized purposes.
(Revi sed 5-12-87, SPECI AL PN.)

(5) Wen the interimfinancing funds have been expended, the FnmHA

| oan or conbination |oan and grant will be cl osed and pernmanent
instruments will Dbe issued to evidence the FnHA i ndebt edness. The
FmHA | oan or conbination | oan and grant proceeds will be used to

retire the interimcomercial indebtedness.

(6) Before the FnHA | oan or conbination | oan and grant is cl osed,
the applicant will be required to provide the District Director with
statenments fromthe contractor(s), engineer, and attorney that they
have been paid in full in accordance with their contracts or other
agreenments and that there are no unpaid obligations outstanding in
connection with the construction of the project. See in addition
8§1924.6 of Subpart A of Part 1924.

Miultiple advances of LH loan and/or grant funds. |In the event FnHA

provi des grant only assistance, or if interimcomercial financing is
not available for a | oan conbination | oan and grant in excess of
$50, 000, nultiple advances will be used subject to the follow ng:

(7- 10- 80)

(1) Wen relatively large anounts of funds are to be expended for
purchases of real estate or for other reasons at the time of

cl osi ng, separate checks for such purposes nmay be ordered and
endorsed by the borrower to the seller or other appropriate party.
This will preclude the necessity for depositing such funds in the
supervi sed bank account and reduce the anount of required
col I ateral

33
(Revi sion 2)
SPECI AL PN



RD I nstruction 1944-D
8§1944.175 (b) (Con.)

(2) Except as indicated in paragraph (b)(1) of this section
advances will be nade only as needed to cover disbursenents required
by the borrower for a 30-day period. Nornally, the advances shoul d
not exceed 24 in nunber or extend |onger than 2 years beyond | oan
closing. The retained percentage withheld fromthe contract or to
assure that construction will be conpleted in accordance with the
contract docunments will ordinarily be included in the | ast advance.
Advances will be requested in sufficient anbunts to insure that
anple funds will be on hand to pay costs of construction, |and
purchase, |egal, engineering, or architectural costs, interest when
aut hori zed, and other expenses, as needed. The borrower wl|
prepare Form RD 440-11, "Estimate of Funds Needed for 30-day Period
Conmenci ng ," nodified as needed, to show the amount of funds
required during the 30-day period. This formwll be approved by
the District Director. After the District Director determnes that
the estimates prepared by the borrower are adequate, the District
Director will indicate the anount on Form RD 1944-57 in accordance
with the FM and request the amount through field office termnals
in accordance with the MFH User Procedures. As an exanple, for a

| oan and/or grant of $100,000, the advances may nade as fol |l ows:
Assumi ng that the | oan and/or grant will be closed on July 1, the
borrower will conmplete Form RD 440-11 in sufficient tine so that the
funds will be available on the day of Loan closing. The estimates
shoul d be broken down for the first advance in a nmanner simlar to
the foll ow ng:

Construction $30, 000
Land Acquisition 5, 000
Archi tectural 4,000
Legal __1,000

$40, 000

An advance in the anount of $40,000 woul d then be available on July 1, the
date of loan closing. The second advance will al so be based on the borrower's
estimate prepared on Form RD 440-11, and will be prepared in sufficient tine
so that the estimte of funds m ght be broken down as foll ows:

Construction $20, 000
Ar chi tectural __ 1,000
Tot al $21, 000

The amount will be indicated on Form RD 1944-57 and requested through field
office termnals. The sane procedure will be followed for each advance unti
the Project is conpleted. (Revised 5-1-85, SPECIAL PN.)
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(3) Any deviation fromthe nultiple advance procedure must have the
prior approval of the National Ofice. (Revised 5-1-85, SPECH AL
PN.)

(c) Requesting a check. Wen |oan approval conditions can be net,
including any real estate lien required, and a date for |oan closing has
been agreed upon, the District Director will determ ne the anount of
funds needed in accordance with either paragraphs (a) or (b) of this
section. The District Director's delegate will then order the |oan
and/ or grant check through the field office termnal so that it will be
avai l abl e on or just before the date set for |loan closing. (Revised 5-
1-85, SPECI AL PN.)

(d) Increase or decrease in the anount of the loan. |If it becones
necessary for the anmount of the |oan and/or grant to be increased or
decreased before | oan closing, the | oan approval official or District
Director will request that all distributed docket forms be returned to
the District Ofice. The |loan docket will be revised accordingly and
repr ocessed.

(e) Cancellation of Ioan. Loans and/or grants may be cancel ed after
approval and before loan closing as follows: (Revised 7-12-88,
PN 89.)

(1) The District Director will prepare Form RD 1944-53, "Miltiple
Fam |y Housi ng Cancellation of U S. Treasury Check and/or
oligation,"” in accordance with the Fornms Manual Insert (FM) as
prescribed in RD Instruction 1951-B (available in any FHA O fice).

(2) If the loan or grant check is received in the District Ofice,

the District Director will return the check as prescribed in RD
Instruction 2018-D. (Revised 11-02-94,

PN 236.)

(3) Al interested parties will be notified of cancellation as

provided in Subpart B of Part 1927 of this Chapter
(Revi sed 03-31-92, SPECI AL PN.)

(f) Handling the |loan or grant check. The loan or grant check will be
handl ed i n accordance with RD Instruction 2018-D and Subpart A of Part
1902 of this chapter. (Revised 11-02-94, PN 236.)

(g) Property insurance. Buildings will be insured in accordance with
Subpart A of Part 1806 of this chapter (RD Instruction 426.1).
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81944. 176 Loan and/or grant cl osing.

(a) Applicable instructions. LH loans and/or grants will be closed in
accordance with applicable provisions of Supbart B of Part 1927 of this
chapter and State supplenments. Loan dockets for an organi zati on and

| oan dockets for an individual in special cases will be sent to OGC for
additional closing instructions. A famly farm corporation or
partnership or an association of farners applicant may use its attorney
to close the loan in accordance with applicable |oan closing
instructions provided the attorney is not a nenber, officer, director,
trustee, stockhol der, or partner of the applicant entity. Nonprofit
organi zati ons may use an attorney who is a nenber of their organization
The cost incurred by the organization for |egal services nust be
reasonabl e and conpetitive for the area.

(Revi sed 03-31-92, SPECI AL PN.)

(b) LHgrant agreenent. A LH grant agreenent, prepared and authorized
as provided in 81944.164 (e), will be dated and executed by the
applicant on the date of grant closing. The executed agreenent wll be
filed with the nortgage or other security instrunent in the County
Ofice case file.

(c) LHIoan agreenent. A LH |oan agreenent, prepared and authorized as
provided in 81944.164 (g) of this subpart will be dated and executed by

the applicant on the date of |oan approval. The executed agreenent will
be filed with the nortgage or other security instrument in the District

Ofice case file. (Added 01-19-93, SPECI AL PN.)

(d) Mrtgage. Unless the OGC determ nes the formto be inappropriate,
real estate nortgage Form RD 1927-1 (State), "Real Estate Mortgage for
," will be used. For |oans and/or grants to

organi zati ons, FormRD 1927-1, will be nodified as prescribed by or with
the advice of the OGC with respect to the nane, address, and other
identification of the borrower, style of execution, acknow edgenent, and
any ot her provisions.

(Renunmbered 01-19-93, SPECI AL PN.)

(1) The nortgage or other instrument will contain the foll ow ng
covenant :

"The property descri bed herein was obtained or inproved through
Federal financial assistance. This property is subject to the
provisions of Title VI of the Cvil R ghts Act of 1964 and the
regul ati ons i ssued pursuant thereto for so long as the property
continues to be used for the same or simlar purpose for which
financi al assistance was extended or for so long as the
purchaser owns it, whichever is |longer."

36
(Revision 7)



8§1944.176 (d) (Con.) RD I nstruction 1944-D

(e)

(2) For all LHIloans, the restrictive-use provisions contained in
Exhi bit A-1 of Subpart E of Part 1965 of this chapter will be
i ncluded in the nortgage. (Revised 08-20-93, SPECI AL PN.)

(3) Wen a loan resolution or |oan agreenent is used, an additiona
paragraph will be included in the nortgage to read as foll ows:
(Renunber ed 08-20-93, SPECI AL PN.)

"This instrunent al so secures the obligations and covenants of
Borrower set forth in Borrower's Loan Resol ution (Loan
Agr eenent) of (Date), which is hereby incorporated herein by

reference.”
(4) \Wen the borrower is an organi zation the nortgage will include
the follow ng provision: (Renunbered 08-20-93,
SPECI AL PN.)

"Borrower will not require any occupant of the housing or
related facilities, as a condition of occupancy, to work or be
enpl oyed on any particular farmor other place, or work for or
be enpl oyed by any particular person, firm or interest."”

(5) For a grant made at the sane tine as an LH | oan, the nortgage
securing the loan will contain a provision naking it also secure the
applicant's obligations under the LH grant agreenent. For a grant
not made at the sane tine as an LH |l oan, the type of security
instrument will be determned by the National Ofice based upon the
State Director's recommendati on and the advice of OGC. (Renunbered
08- 20- 93, SPECI AL PN.)

Prom ssory Note. (Renunbered 01-19-93, SPECI AL PN.)

(1) Form RD 1944-52, "Multiple Fam |y Housing Prom ssory Note,"
will be used for all LH I oans except those secured by bonds.
Payments on LH |l oans will be scheduled on a nonthly or annual basis
in accordance with the excepted schedul e of income fromthe project.
If periodic paynments are desired on an annual note they may be
schedul ed on Form RD 440-9).

(Revi sed 5-1-85, SPECI AL PN.)

(2) The note will be dated the date of |oan closing as authorized
in Subpart B of Part 1927 of this Chapter
(Revi sed 03-31-92, SPECI AL PN.)
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(3) In the case of nultiple advances on PASS or DI AS nonthly

installnents, paynments will be deferred for the period of
construction and any remaining period until the project is
operational. When construction is substantially conplete and/or the

project is ready for full operation or interest plus principa
reaches the "Maxi mum Debt Limt (MDL) at Anortization Effective Dare
(AED)," the accrued interest on advances will be capitalized
establishing a new | oan anount. The MDL at AED will be established
according to 81944.157 (a)(7)(iii) of this subpart. The borrower's
payment of principal and interest will be established according to
the FM, for Form RD 1944-52. At |oan closing the Finance Ofice
will be notified of the projected AED and the MDL at AED on Form RD
1944-57. \Wen the MDL at AED is reached or the loan is fully

advanced, Finance Ofice will: (Revised 5-1-85, SPECIAL PN.)
(i) Capitalize the construction interest. Wen there is a
remai ni ng obligation bal ance, the remaining obligation will be
cancel l ed by the Finance Ofice. (Added 5-1-85,
SPECI AL PN.)

(ii) Notify the District Ofice of the new | oan amobunt and the
borrower’'s schedul ed | oan paynent. (Added 5-1-85, SPECI AL PN.)
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(iii) Prepare and forward to the District Ofice Form

FmHA 1944-7, "Miltiple Family Housing Interest Credit and
Rent al Assistance Agreenent” if RA has been obligated for the
project. (Added 5-1-85, SPECI AL PN.)

(iv) The District Ofice will conplete Forms FnHA 1944-52 and
FmHA 1944.7 according to the FM's. (Added 5-1-85, SPECH AL
PN.)

(4) Deferred principal paynments may be permitted up to 2 years when
determ ned to be necessary and advi sable. Accrued interest nust be
pai d annually when the loan is closed on DI AS; however,

smal | er than regul ar paynents of principal or no paynments of
principal may be provided for the first and second installnments
after loan closing. (Revised 5-1-85, SPECI AL PN.)

(5) The promissory note(s) will be signed in accordance with
Subpart B of Part 1927 of this chapter and any suppl enenta
instruction fromOGC. (Revised 03-31-92, SPECI AL PN.)

(6) After loan closing the original note and copies will be

di stributed according to the FM. The loan closing information will
be transmtted via the field office terminals when the loan is
closed with a prom ssory note. (Revised 5-1-85, SPECIAL PN.)

(7) For aloan to a public body the forms of obligation will be
determ ned in accordance with Exhibit Hto this Subpart.
(Added 5-1-85, SPECIAL PN.)

(f) Recorded nortgage. Wen the real estate nortgage is returned by
the recording official, the District Director will retain the origina
in the borrower's case folder. |If the original is retained by the
recording official for the county records, a conformed copy including
the recordi ng data showi ng the date and pl ace of recordation and book
and page nunmber will be prepared and filed in the borrower's case
folder. A copy of the nortgage, conformed as to all nmatters except the
recording date, will be delivered to the borrower. (Renunbered 01-19-
93, SPECI AL PN.)

(g) Date of closing - establishnent of account.
(Renunmbered 01-19-93, SPECI AL PN.)

(1) An LH loan and/or grant is considered closed when the security
instrument is filed of record or, if no security instrument is filed
of record, when the loan or grant funds are deposited in the
supervi sed bank account or otherw se nade avail able to the borrower
after the borrower executes and delivers the note and any ot her
required instrunents.
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(2) After the loan and/or grant is closed, the account and case
folder will be established in accordance with applicable FnHA
regul ations (RD Instructions 1905-A which is available in any FnHA
of fice and RD Instruction 2033-A which is available in the FnrHA
State and National Ofices.) (Revised 4-16-86, PN 7.)

81944. 177 Coding |oans and grants as to initial or subsequent.

A borrower may obtain financing for nore than one project. Each project
will be coded as an initial |loan or grant when the total nunber of units are
built or purchased at one place at one tine. A subsequent |loan or grant wll
be so coded when an additional |oan or grant is necessary to conplete the
units planned with the initial loan or grant. As an exanple, the borrower my
obtain initial loans or grant for nore than one project in the same district,
in different counties under the sane District Ofice jurisdiction, or in nore
than one District Ofice jurisdiction. Codes to be used will be in accordance
with the FM for Fornms FnHA 1944-51 and
FmHA 1944-57. (Revised 5-1-85, SPECI AL PN.)

81944. 178 Conplaints regarding discrimnation in use and occupancy of Labor
Housi ng. (Revised 2-22-90, SPECI AL PN.)

Any tenant or prospective tenant seeking occupancy or use of LH or
related facilities who believes he/she has been discrimnated agai nst because
of age, race, color, religion, sex, marital or famlial status, handicap or
National origin may file a conplaint in person with, or by mail to the Ofice
of Fair Housing and Equal Qpportunity, Department of Housing and Urban
Devel opnent (HUD), Washington, DC 20410 or any HUD Office, or to the Secretary
of Agriculture, Washington, DC. If the conplaint is made to an FnHA county,
district or State office, it nmust be directed to the Director of Equa
Qopportunity Staff, National Ofice, by the FrHA enpl oyeein charge of that
office. Wien a conplaint is sent to FnHA-ECS by a county or district office,

the State Director will be nade aware of the conplaint.
(a) Personnel in FnHA field offices will provide assistance to the
aggrieved party when filling out required forms and filing a conpl aint.

(b) Each conplaint nust contain the follow ng information
(1) The name and address of the respondent.
(2) The name and address of the aggrieved person

(3) A description and the address of the dwelling which is
i nvol ved, if appropriate.
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(4) A concise statenent of the facts, including pertinent dates,
constituting the alleged discrimnatory housing practice.

(c) Participants in FrHA' s housing programfailing to conply with the
requirenents of Title VIII, as amended by the Cvil R ghts Act of 1968,
and respective Affirmative Fair Housing Marketing Plan will make

t hensel ves |liable to sanction authorized by |aw, regul ations,
agreements, rules and/or policies governing the program pursuant to

whi ch the application was nade. All conplaints will be handled in
accordance with prescribed procedure.

§81944. 179 - 1944.180 [Reserved]

8§1944.181 Loan servicing. (Revised 01-19-93, SPECIAL PN.)

(a) For general purposes, LH loans and grants will be serviced in
accordance with this Subpart B of Part 1924, Subpart C of Part 1930, and
Subpart D of Part 1944 of this chapter. Requests for rent increases
wi |l be processed in accordance with Exhibit C of Subpart C of Part 1930
of this chapter for nonprofit organizations.

(b) For special servicing of LH |oans when the Loan Agreement was

wai ved. There will be many instances where the | oan agreenent was

wai ved because of a | oan agreement waiver provision in this regulation
that was in effect for nore than 10 years. As a result of regul ation
change, the State Director shall notify all LH |oan farm borrowers
within 180 days of the effective date of this regulation, that such

| abor housing borrowers wll be:

(1) Requested to sign a | oan agreenent;

(2) Required to report tenant occupancy, at |east annually
(reference Exhibit K-1 of this subpart); and

(3) Provided with Exhibit K-1 of this subpart.

(i) The above action need not be conpleted: |If there is

exi sting servicing action where a managenent agreenent exists
and such agreenent is sufficient to satisfy the notification
items, or; |If there is a pre-existing |oan agreenent, and
par agraphs (b)(2) and (3) of this section are addressed. If
the existing | oan agreenment does not include annual occupancy
reporting, then the borrower must be notified in accordance
wi t h paragraphs (b)(2) and (3) of this section.
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(ii) Refusal of the borrower to participate in the regulatory
change shoul d be docunmented. It shall be the responsibility of
the State Director to deternmine if conpliance reviews should be
i ncreased fromthe mninumrequired by procedure. Additiona
servi cing gui dance may be found in Subpart N of Part 1951 and
Subpart B (with special enphasis on Exhibit F) of Part 1965 of
this chapter.

(c) Al special servicing needs for LH | oans to farm borrowers shoul d
be incorporated in a managenent agreenment in addition to a |oan
agreement. Exanples of special servicing needs are: Wen the housing
is tenporarily not needed for farmlaborers; Wen rent is being
charged; Wen occupied by ineligibles, or; Wen farmers share housing
costs with the borrower in exchange for the occupant(s) |abor. The use
of a managenment agreenment is not limted to the exanples cited.

VWhenever the nanagenent agreenent is for a purpose unrelated to
agriculture, the farmer shoul d understand that the housing should be
returned to the original |oan purpose as soon as practical. A fina
consideration in |oan servicing should be to sell the Labor Housing
out si de of the program when the farner can no | onger use the housing in
his farm ng operation

8§1944. 182 Rental assi stance.

Rent al assistance nmay be provided to eligible tenants in LH projects in
accordance with Exhibit E of Subpart C of Part 1930 of this chapter. Incone
will be verified for LH tenants requesting rental assistance fromall easily
identifiable sources by using Form RD 1910-5, "Request for Verification of
Enpl oynment. " | ncone or portions of income fromsources that are not known or
not easily contacted will be verified fromthe best information obtainable.
This may include copies of payroll records, tenant's own records, contacts
wi t h individual who may be know edgeabl e of the tenant's income, or, if no
other verifiable data is available, a notarized affidavit fromthe tenant
attesting to his/her previous year's incone. The borrower and tenant wl|

execute Form RD 1944-8, "Tenant Certification.” The borrower will be expected
to certify only that the incone is correctly stated based on the best
i nformati on avail able. The borrower will be expected to have the tenants that

occupy the project year round and do not have easily verifiable income report
nmont hly i ncome to enable accurate inconme certification at the end of one year
of occupancy. (Revised 10-1-86, SPECI AL PN.)
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8§1944.183 Exception authority.

The Adm nistrator of the Farmers Hone Adm nistration may, in individual
cases, nmake an exception to any requirements of this subpart not required by
the authorizing statute if the Adm nistrator finds that application of such
requi renent woul d adversely affect the interest of the Government, the
i medi ate health or safety of the tenants, or the conmmunity. The
Admi ni strator will exercise the authority only at the request of the State
Director. The State Director will submt the request supported by data:
denonstrating the adverse inpact; identifying the particul ar requirenent
i nvol ved; showi ng proper alternative courses of action; and, identifying how
t he adverse inpact will be elimn nated.

§81944. 184 - 1944.199 [Reserved]

§1944.200 OMB control nunber. (Added 01-19-93, SPECI AL PN.)

The reporting and recordkeepi ng requirenments contained in this regul ation
have been approved by the Ofice of Managenent and Budget and have been
assigned OMB control number 0575-0045. Public reporting burden for this
collection of information is estimated to vary from5 mnutes to 150 hours per
response, with an average of 11 hours per response including time for
review ng instructions, searching existing data sources, gathering and
mai nt ai ni ng the data needed, and conpleting and review ng the collection of
informati on. Send comments regarding this burden estinmate or any other aspect
of this collection of information, including suggestions for reducing this
burden, to Department of Agriculture, Cearance Oficer, ORM Room 404-W
Washi ngton, D.C. 20250; and to the Ofice of Managenent and Budget, Paperwork
Reduction Project (OvB# 0575-0045), Washington, D.C. 20503.

Attachnments: Exhibits A, A1, A-2, A-3, A4, A5 B C D E F, G H I, J,
K, K-1, L, and M

0Qo
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LABOR HOUSI NG LOAN AND GRANT

APPL| CATI ON HANDBOOK

I nt roducti on

The section 514 Labor Housing | oan program and section 516 Labor Housing grant
program are admi ni stered by the Rural Devel opnent’s Rural Housing Service
(RHS), herein referred to as the Agency. Interested parties are advised to
contact any Rural Devel opnent office processing Labor Housing (LH) |oans and
grants to obtain informati on on program and application requirenments prior to
devel opi ng an application. Notice of Availability of Funds (NOFA) for off-
farmfacilities will be announced annually in the Federal Register, along with
application requirenments and the deadline for applying. Requests received
during the application period will be selected conmpetitively, based on the

obj ective selection criteria in the regulation and announced in the NOFA.
Applications for on-farmfacilities are accepted any tine during the year and
are funded on a first-conme, first-served basis, based on the availability of
funds.

Payments for technical assistance incurred by a nonprofit group or public body
applicant entity for devel opi ng and packagi ng an application will be

rei moursed with | oan and grant funds. |If the services are perforned, the
proceeds will be limted and nmust be docunented. The reinbursable costs
shoul d be negoti ated and approved by the Agency in advance of the applicant
entity's process of packagi ng and devel oping a preapplication. Based upon
what is typical in the area, the Agency will respond in witing approving the
packagi ng plan and a range of costs in advance.

Applicants should al so be aware that rental assistance (RA) subsidies are
available to eligible projects to reduce rents for very |low and | owincome
farmwrkers. RA may be used in conjunction with LH grants to devel op feasible
LH projects to neet |ocal farmworker housing needs. Wen at all possible,
applicants should consider the use of RAin lieu of a full 90%grant for LH
projects with year-round occupancy.

0Qo
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Information to be Subnmitted by Organi zati ons and
Associations of Farners for Labor Housing Loan or G ant

I The follow ng informati on should be submitted with SF 424.2 (for
preapplication subm ssion) (Revised 04-11-90, SPECI AL PN.)

A Eligibility:

1 Financial Statenent - A current, dated, and signed financia
statenment showi ng assets and liabilities with informati on on the repaynent
schedul e and status of all debts. If the applicant is an association of
farnmers, a current financial statenment will also be required fromeach nenber
who holds an interest in the association in excess of 10 percent. |If the
applicant is alimted partnership, financial statenents are required from
each general partner who holds an interest in the organization, and from each
l[imted partner who will have 10 percent or nore ownership. The financia
statenment nust reflect sufficient financial capacity to neet the initia
operating capital requirenents. Loan or grant funds may be used to provide
the required initial operating capital for nonprofit entities and State or
| ocal public agencies. |If the applicant is a limted partnership, the
financial statement must al so denonstrate sufficient capacity to neet the
applicant’s equity contribution. (Revised 06-07-99, SPECI AL PN.)

2 Al applicants, except State and | ocal public agencies, nust
provi de evidence that they are unable to obtain credit from other sources.
Letters fromcredit institutions who normally provide real estate |loans in the
area should be obtained and these |letters should indicate the rates and terns
upon which a | oan m ght be provided.
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3 If a Labor Housing (LH) grant is requested, the applicant
shoul d provide a statenent on their projected use of Rental Assistance (RA)
and their need for a LH grant. This statement should include prelimnary
estimates of the rents required with and without a grant and the rel ative need
for a grant if RAis provided to supplenment market rents for eligible
farmwrkers. [LH grants and RA are not available to associations of farmers;
LH grants are not available to Iimted partnerships.] (Revised 06-07-99,
SPECI AL PN.)

4 A statenment of the applicant's experience in operating LH or
other rental housing. |If the applicant's experience is limted, additiona
i nformati on shoul d be provided to indicate how the applicant plans to
conpensate for this [imted experience. (i.e., obtaining assistance and
advi ce of a managenment firm non-profit group, public agency, or other
organi zati on which is experienced in rental managenent and will be avail able
on a continuous basis).

5 A brief statenent explaining the applicant's proposed net hod
of operation and nanagenent. This does not have to be a full-fledged
managenent plan as outlined by Exhibit B of this subpart; however, it should
general |y explain how the applicant proposes to operate the facility. (i.e.,
on-site manager, contracting for managenment services, etc.).

6 Applicants nust provide a copy of or an accurate citation to
the special provisions of State | aw under which the applicant is or is to be
organi zed, a copy of the applicant's charter, Articles of Incorporation
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byl aws, and ot her basic authorizing docunments; nanes, occupations, and
addresses of the applicant's nmenbers, directors, and officers; and, if a
menber or subsidiary of another organization, its nane, address, and principa
busi ness.

B Need and denand.

A prelimnary survey should be conducted to identify the supply and
demand for LH in the market area. The market area nust be clearly identified
and may include only the area fromwhich tenants can reasonably be drawn for
t he proposed project. The applicant nust provide docunmentation to justify
need within the intended market area. The market survey shoul d address or
include the following items: (Revised 06-07-99, SPECI AL PN.)

1 The annual income |evel of farmmorker families in the area and
t he probable inconme of those farmworkers who are nost apt to occupy the
proposed unit.

2 A realistic estimate of the nunber of farmwrkers who are hone-
based in the area and the nunber of farmworkers who normally migrate into the
area. Information on mgratory workers should indicate the average nunber of

months the migrants reside in the area and an indication of what type of
famly groups are represented by the mgrants (i.e., single individuals as
opposed to famlies). Mich of this information may be avail able fromthe
| ocal office of the Rural Manpower Services section of the Departnent of
Enpl oynment Servi ces.
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3 Ceneral information concerning the type of |abor intensive
crops grown in the area and prospects for continued denmand for farm | aborers
(i.e., prospects for nechanization, etc.). Information nmay be avail able from

the local U S. Departnment of Agriculture (USDA) Cooperative, State, Research
Educati on and Extension Service office or fromthe Farm Service Agency.
(Revi sed 06-07-99, SPECI AL PN.)

4 The overall occupancy rate for conparable rental units in the
area and rents charged and customary rental practices for these units (i.e.
will they rent to large famlies, do they require annual |eases, etc.). This
i nformati on may be avail abl e from census data, |ocal planning organizations,
or local housing authorities.

5 The nunber, condition, adequacy, ownership, and rental rates
for units currently used or available to farmwrkers. This information may be
avai l abl e from |l ocal farmwrker advocacy groups, Rural Manpower Services, or
soci al service agenci es.

6 A description of the units proposed, including number, type,
size, rental rates, anenities such as carpets and drapes, related facilities
such as a laundry roomor comunity roomand other facilities providing
supportive services in connection with the housing and the needs of the
prospective tenants such as a health clinic or day care facility; estinmated
devel opnent tineline; estimated total devel opment cost and applicant
contribution. |If the application includes |everaged funds, include
docunent ati on of the dollar anount, source, and conmm tnent status.

(Revi sed 06-07-99, SPECI AL PN.)

Note: The market survey is one of the nobst inportant determ nates of the
overall feasibility of the proposed project. Therefore, the applicant may

wi sh to do a nore detailed study of the market in accordance with itemlIl J
bel ow. Endorsenent of the proposal by community |eaders will not be required.
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C Envi ronnental | nfornation.

The applicant will conplete Form RD 1940-20, "Request for
Environnental Information,” along with a description of anticipated
envi ronnent al issues or concerns. (Revised 06-07-99, SPECI AL PN.)

D Affirmative Fair Housing Marketing Pl an

Each applicant will prepare and submit HUD 935.2, "Affirmative Fair
Housi ng Marketing Plan,"” where they propose devel oping five (5) or nore units.
The plan will reflect that occupancy is not limted to their enpl oyees and
they will not discrimnate on the basis of race, color, sex, age, handi cap
marital or familial status, or National origin in regard to the occupancy of
these units. (Revised 02-22-90, SPECI AL PN.)

E Additional information. (Revised 06-07-99, SPECI AL PN.)

1 Evi dence of site control such as an option or sales contract; a
map and description of the proposed site, including the availability of water,
sewer, and utilities, and proximty to community facilities and services such
as shoppi ng, schools, transportation, doctors, dentists, and hospitals.

2 Prelim nary plans and specifications, including plot plans,
buil ding layouts, and type of construction and material s.

3 A supportive services plan describing services that will be
provided on-site or nade avail able to tenants through cooperative agreenents
with service providers in the conmunity, such as a health clinic or day care
facility. Of-site services nust be accessible and affordable to farmorkers
and their famlies. Letters of intent fromservice providers are acceptable
docunentati on at the preapplication stage.

(07-10-80) SPECI AL PN
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Il Information to be Submitted with SF 424.2 (for application subm ssion).
(Revi sed 04-11-90, SPECI AL PN.)

A After the applicant has received the signed Form AD- 622 aut hori zi ng
the applicant to proceed to develop a final application, the applicant and the
applicant's architect should neet with the RHS architect/engi neer and ot her
officials responsible for | oan processing. During this preprocessing neeting,
RHS wi || discuss the services which the applicant's architect will be expected
to provide and will also explain the itens needed to conplete the final
application, such as Form RD 1940- 20, "Request for Environment I|Information,"
if not previously submtted by the applicant during the preapplication stage.
(Revi sed 10-19-88, SPECI AL PN.)
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If after the preprocessing neeting the applicant believes that the Labor
Housi ng (LH) project can be devel oped within the guidelines required by the
Agency, the follow ng informati on should be submtted with SF 424.2:

(Revi sed 04-11-90, SPECI AL PN.)

B I f applicable, evidence of conpliance with 7 CFR, part 3015
Subpart V, "Intergovernnental Review of Departnent of Agriculture Prograns and
Activities." (See RD Instruction 1940-J, available in any Agency Ofice.)
(Revi sed 12-23-83, SPECI AL PN.)

C Proposed contracts for architectural, engineering, and | ega
services as applicable. The Agency approval of these contracts should be
obt ai ned before execution of the contract.

D A plot plan and detailed prelimnary drawi ngs and specifications
prepared in accordance with subpart A of part 1924. Exhibit A-3 provides
general phil osophy and standards concerning the construction of LH facilities.

E A detail ed cost breakdown of the project for itenms such as |and
pur chase, right-of-ways, building construction, equipnment, utility
connections, on-site inprovenents, architectural and/or engineering services,
and | egal services. Also, if applicable, the cost breakdown shoul d incl ude
the costs incurred for the devel opment and packaging of its own application
These costs may range from2 to 4 percent of total devel opnent cost (excluding
initial operating and capital expenses) and should reflect costs that are
reasonabl e and typical for the area. Costs in excess of 4 percent will not be
rei nbursed. The cost breakdown should item ze | abor and material unit costs.
If a LH grant is proposed, construction will be subject to the provisions of
t he Davi s-Bacon and other related Acts. LH grant applicants shoul d,
therefore, obtain a copy of the Departnent of Labor regulations (29 CFR
parts 1, 3, and 5), which contain the applicable | abor standards provisions.
(Revi sed 10-30-96, PN 267.)

(07-10-80) SPECI AL PN
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F Satisfactory evidence of review and approval of the proposed
housi ng, including conpliance with zoning requirenents by State or |oca
officials, as required by applicable State or |ocal |aws, ordinances, or
regul ati ons.

G If not already provided in the preapplication submittal, a map of
t he proposed site showing the location of the site in relation to avail able
facilities such as school s, shopping, churches, hospitals, etc. |In addition
supporting information shoul d be provided indicating that essential utilities
such as sewer, water, electricity, etc., will be available to the project.
(See Exhibit A-3 for general requirenents for location of LH facilities.)

H A description of and justification for any related facilities such
as community or multi-purpose type buildings, cafeterias, dining halls,
infirmaries, child care facilities, etc. To be included for funding by the
Agency, the facilities should not be of extravagant design and their size nust
be commensurate with the needs of the farmworkers who will occupy the housing
facility. Any long-term agreenents which are contenplated wi th other agencies
for services such as manpower training, mgrant health services, child care,
and education prograns shoul d be expl ained and included as justification for
the related facilities.
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I A detail ed market anal ysis addressing in detail the preapplication
i nformati on required under item| B above, "Need and Demand," shoul d be
conducted in accordance with the foll ow ng:

1 The market area (i.e., the area fromwhich tenants can
reasonably be drawn for the project) should be clearly identified.

2 Adequat e existing units which are currently avail able or which
coul d beconme avail abl e shoul d be surveyed and infornmation obtained and
recorded in a format simlar to Exhibit A-4.

3 I ndi vi dual farmworkers and far mworker groups should be
contacted and their ideas obtained concerning the type of housing which would
gain the greatest acceptance. (This information may not seeminportant at the
outset of the loan if there is a pressing need for LH however, to assure a
| ong-term demand for the project consideration should be given to the views of
t he prospective tenants).

4 The above itens should then be correlated to arrive at a
realistic estimate of the total need for units, type of units, estinated
occupancy, maxi mumrental rates which can be charged for the units, and the
type of anenities or related facilities which should be provided.

(7-10-80) SPECIAL PN
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J Proposed, detail ed operating budgets for: (1) the first year of
operation, and (2) a typical year's operation. The overall percentage of
occupancy shoul d be based upon the data collected in the market analysis.
Qperating costs should be realistic and should reflect somewhat higher than
nor mal mai ntenance costs and an all owance for the establishnent of a reserve
as required by the | oan agreenment. The budget should be prepared in a format
simlar to Exhibit A-5.

K A managenent plan which includes the applicable itenms of Exhibit B.

L VWhen the loan is to be secured by a junior real estate lien, certain
agreements will be required fromprior lien holders. The local or State FmHA
official will provide the applicable agreenents.

M An option to purchase or other evidence of ability to purchase or
evi dence of ownership for the proposed site.

[11 Submi ssion of final application

VWhen the final application is assenbled it should be submtted to the
local FnHA District Ofice for review and subm ssion to the State Ofice. As
soon as a final decision to approve the loan is reached, the applicant will be
notified and advised to proceed with the preparation of final plans and
specifications, contract docunents, and other itens needed to close the | oan
The applicant should not proceed with bid advertisenent or contract awards
until advised to proceed by FrmHA

00o
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Information to be Subnitted by Individuals, Farnpowners and
Fam |y Farm Corporations or Partnerships for Labor Housing Loans

. Information to be submitted with SF 424.2 (for preapplication
subm ssion). (Revised 4-11-90, SPECI AL PN)

A. Financial Statenent. Show assets and liabilities of the
applicant, each individual farner, and each farm ng partnership or corporation
of which the individuals are nmenbers. Each statenent nust be signed and
dated. Financial statements of famly farm corporation or partnership nenbers
with less than a ten percent corporate or partnership interest need not be
submtted to FnHA.

B. Oher Credit. Al applicants nust provide evidence that they are
unable to obtain credit fromother sources. Applicants should attach letters
showi ng what rates, terns and conditions are available for the project from
private credit sources. In seeking other credit, the assets and persona
liability of each of the nmenbers nust be offered if the applicant is a famly
farm corporation or partnership

C. Experience. Describe the experience of each nenber in owning or
operating | abor or rental housing. |If limted, describe other business
experi ence.
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D. Operation. Describe the proposed operation of the housing and
its relationship to the farmoperation. Include the proposed nethod of tenant
sel ection, unit maintenances, determ ning rental charges (if any), paynent of
utilities, etc.

E. Need. Describe the farm ng operations in which the |aborers to be
housed in the units will be used. |Include acreages of each crop or details of
ot her operations. Discuss present |aborers and their living arrangements and
t he nunber and condition of |abor housi ng now provided.

F. Continuing Need. Discuss any possible changes in nmechanization or
shifts to other farm products that night decrease the need for |abor housing
in the future

G Proposed Security. |If a nortgage is not being given on the entire
farm explain why not and describe the sites proposed as security. Attach a
map showi ng the site | ocations, shopping areas, schools, doctors, hospitals,
nearest public water and sewer system and school bus stop.

H.  Proposed Project. Describe the housing proposed to be brought or
built (specify which) and the estimated cost. |If building sites are to be
purchased, show the cost of each. Attach any options available. List any
ot her expenses expected. Show the total cost, the |oan requested, and the
applicant contribution.
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I. Environnmental Information. The District Ofice will advise the
applicant of the applicability of FnHA' s environnmental requirenents under
Subpart G of part 1940 of this chapter which are primarily based on the size

of the proposed project. |If the preapplication nmust go to the National Ofice
for approval, the applicant will conplete Form RD 1940-20, "Request for
Environnental Information." The District Ofice will provide assistance and

gui dance to the applicant in conpleting this form

J. Affirmative Fair Housing Marketing Plan. Each applicant will prepare
and submit HUD 935.2, "Affirmative Fair Housing Marketing Plan," where they
propose devel oping five (5) or nore units. The plan will reflect that
occupancy is limted to their enployees and that they will not discrimnate on
the basis of race, color, sex, age, handicap marital or fam lial status or
Nati onal origin. (Revised 2-22-90, SPECH AL PN)

1. Information to be submtted with SF 424.2 (for application subm ssion).
(Revi sed 4-11-90, SPECI AL PN)

A.  Supplenental. Any information requested to clarify or augnent
i nformati on supplied earlier with the preapplication.
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B. Site. Options to purchase or a copy of deeds and nortgages on
sites al ready owned.

C. Surveys. \When needed to identify the site, a current survey
showi ng boundari es, geographical features, access to public roads, and public
utility location.

D. Plans, Specifications, and Proposed Contracts. Attach one copy
of each complete set of building plans and specifications and a bid or
contract for construction. A conplete site plan is also required.

E. Environnental Information. |f not submtted with the
preapplication, the applicant will conplete Form RD 1940-20, "Request for
Envi ronnmental | nfornmation.”

0Qo
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Labor Housing Construction Cuidelines

I Introduction: This Exhibit provides the Farners Home Administration's
(FnHA' s) general guidelines and policies concerning the planning, |ocation

and construction of housing for farmwrkers. The type of housing should be in
accordance with the needs of the prospective tenants. Milti-famly type units
are encour aged whenever possible; however, when planning units for farmorker
famlies, |lower density building design and layout is normally desirable.
Housi ng shoul d be designed in such a manner that it will be decent, safe,
sanitary, and nodest in size and cost. Actual plans, specifications, and
contract documents shoul d be prepared in accordance with Subpart A of Part
1924 of this chapter

Il Types of housing and appropriate standards:

a Single-famly type housing is defined as an individual or a group of
i ndi vidual single fam ly detached dwelling units. These type units should
nmeet the foll ow ng standards:

1 Al sites shall be planned and constructed in accordance with
Subpart C of Part 1924 of this chapter.

(6-22-87) SPECIAL PN
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2 Al'l planning and construction other than seasonal farm | abor
housi ng and housing to be occupied nore than six nonths but |ess than year-
round shall be in conformance with the applicabl e devel opnent standard as
requi red by 81924.4(d)(1) of Subpart A of Part 1924 of this chapter and
applicabl e state and | ocal codes.

b Multi-fam |y type housing is defined as a project or a nunber of
proj ects enconpassing a building or buildings contained nore than one dwel ling
unit and may include m xtures of detached and multi-unit structures in a
project. These type units should neet the foll ow ng standards:

1 Al'l housing designed for year-round occupancy will be pl anned
in conpliance with the applicabl e devel opnent standard and will be conpatible
wi th conventional rental type housing.

2 Housi ng for seasonal occupancy (less than six nonths) shall be
designed and constructed in accordance with Exhibit | to Subpart A of Part
1924 of this chapter

3 Housi ng to be occupi ed nore than six nmonths but |ess than year-
round shall be designed and constructed in substantial conformance with and be
easily converted to the applicable devel opnment standard requirements for year-
round housi ng.

4 Al'l planning and construction should be in conformance wth
applicabl e state and | ocal codes.

0Qo






FmHA I nstructi on 1944-D

Exhibit A-4

SURVEY OF EXISTING LABOR HOUSING

Name of Town Date of Survey
Number, Size, and Monthly Rent

Of Unitsin each Project
Name and Address *Qor 1BR 2BR 3BR 40or5BR Project Age Condition of
of Rental Units No. Size Rent No. Size Rent No. Size Rent No. Size Rent Type** Bldg. Area
*Circle Applicable Type Units **i.e. Number of stories; number of units
If both 0 and 1Br or 4 and 5 Br units in the same project use two lines per building in project. ldentify

000 Architectural style.

(10-3-79) PN 694
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STATEMENT OF BUDGET AND CASH FLOW

Nane of
Bor r ower

Addr ess

Pr oj ect
Locati on

Ki nd of Loan Term of Loan

Interest Rate Amount  $
Typi cal Yr Typical Yr
1st Year Typical Year w G ant w o G ant

1. Total Operation and

Mai nt enance Expense
(From Rever se)

2. Transfer to Reserve
3. FmHA Paynent
4. Return to Omershi p@ %
5. O her Aut hori zed
Payment s
6. Aut hori zed Capit al
| nprovenent s

7. Total I nconme Needed

(Add l'ines 1-6)

O her | ncone
8. Laundry
9. I nt er est
10. QO her (Specify)
11. Total O her Incone
12. Rental Incone Needed

Rental | ncone
13.__ _Units@__nont h, week
14. _ Units@__nont h, week
15.__ Units@__nont h, week
16.___ _Units@__nont h, week
17. Vacancy Al |l owance _( )
18. Rental I ncone

(Add l'ines 13-16
| ess 17)

19. Excess of (Deficit)
(lines 18 less 12)

Certified Correct

by

dat e

(12-19-83) SPECI AL PN

Applicant's or Borrower's
si gnature
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OPERATI ON AND MAI NTENANCE
EXPENSES:

1. Salaries and Wages
Car et aker
Manager

2. Uilities
Wat er
Sewer
Gas
Electricity
Heat i ng
Gar bage and Trash Renoval
Tel ephone
O her

3. Mint enance
Janitor's Supplies
Repairs
Bui | di ng Equi prent Repairs
Ext erm nati ng
Decor ati ng
G ounds Mai nt enance
Furniture & Furnishing
Repl acenent s

O her
4. |nsurance
Fire and Extended Coverage
Liability
Conpensati on
O her
5. Taxes

Real Estate

Soci al Security
Speci al Assessnents
I ncone

O her

6. O her Expenses
Account i ng
Legal
Adverti sing
I nterest (FnHA)
O her Interest

& P B B BH B & P A B BH B e R R & P & H A B H B P & P A B H B PR & A P
& A H B H B & A H B H B e R & P & H A H H B P & A A B H B PR & A P
& A H B H B & A H B H B e & P & H A H H B P & A A B H B PR & A P
& A H B H B & A H B H B A H H BH B & P & H A H H B P & A A B H B PR & A P




Total Operation and

Mai nt enance Expenses (Add
Section 1 thru 6) (Total
to Line 12 Front Side)

00o



RD I nstruction 1944-D
Exhibit B

MANAGEMENT PLANS
The managenent of a rental Project, regardl ess of the type of tenants, is one
of the nost, if not the nost, inportant determ nants of the success or failure

of a proposed Project.

The managenent plan, therefore, as the primary managenent charter shoul d
constitute a conprehensive description of the detailed Policies and procedures
to be followed in managi ng the Project and should as a m ni nrum address the

follow ng itens:

1 Staffing.
The nunber, qualifications required, and duties of all personnel who
will be hired to operate the project. Equal enployment opportunity
shoul d be provided and special consideration should be given to hiring
Spani sh-speaki ng persons if warranted by the expected occupancy. Roles

and responsibility's of owner and of manager shoul d be specified.

2 Mar ket i ng.
The marketing efforts or techniques which will be used to obtain initial
rent up and occupancy of future vacancies (i.e. advertisenent, contacts
wi th social service agencies, local farners, etc.). Definite dates for
opening and closing of the project will be spelled out for projects

constructed for seasonal purposes.

(10-3-79) PN 694
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3 Tenant sel ection

Donestic farmworkers nust be given absolute priority in renting

avail abl e units. Oher selection criteria should be specifically
outlined in the managenent plan. Arbitrary restrictions as to famly
size, age of children, or other simlar itens are prohibited, however,
the size of unit assigned to a famly should be comensurate with its
needs. Rejected tenant applications should be maintained for a mni num
of 1 year and applicants nust be advised in witing of the reasons for

rejection.

4 Ineligible tenants.

Units can be rented to other than farm workers when they are not needed
by farmworkers (i.e., during the off season), however, the |eases nust
be on a short-termbasis, normally not exceeding 30 days, and ineligible
tenants nust be advised that they will have to vacate the units if an
eligible farmworker becones available. To avoid future problens,
occupancy by ineligibles should be avoided if at all possible. Witten
perm ssion to rent to ineligibles nust be obtained fromthe District

Director before allowing the ineligible tenant to occupy LH projects.

5 Lease or occupancy agreenent.

A copy of any proposed | ease or occupancy agreenent should be submtted
with the plan. The |ease or occupancy agreenent should clearly outline

the responsibilities of the tenant and | andl ord.
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6 Counsel i ng services.

Pre- and post-occupancy counselling services, which will be provided to
tenants by borrowers to acquaint themw th the project or otherw se

assi st them should be thoroughly expl ai ned.

7 Collection of rent.

The systemwhich will be used in the collection of rent nust be outlined
i ncl udi ng proper provisions for the internal control and security of
cash collections, followp on overdue accounts, persons responsible for
col l ections, recordkeeping, and conditions for the return of security

deposits, if required

8 Evi cti ons.

The plan should spell out the specific reasons which warrant eviction
and the steps which will be taken to resolve probl ens before eviction,

i ncludi ng provisions for appeal. Voluntary conpliance with the |ease or
occupancy agreenent should be enphasi zed and every effort should be made
to utilize the benefits avail able through | ocal social service agencies

and ot her conmunity organizations.

(10-3-79) PN 694
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9 Mai nt enance and repairs.

A schedul e for preventive mai ntenance and the procedure for handling
service requests fromindividual tenants, including procedures for the
handl i ng of energency repairs on a 24-hour basis should be outlined.
Managenent pl ans for projects constructed for seasonal occupancy w ||

i ncl ude provisions for off-season maintenance and security.

(Revi sed 6-16-82, PN 835.)

10 Records and reports.

The type of recordkeeping systemwhich will be established and the
person or persons who will be responsible for keeping records and
submtting required reports to FnHA. Subpart C of Part 1930 of this
Chapter outlines the reports required and the formats for these reports.
This Instruction is available fromthe local District Ofice.

(Revi sed 10-27-80, SPECI AL PN.)

11 Fidelity bonds.

Bondi ng shoul d be provided for all persons entrusted with the receipt,
custody, and di sbursenment of funds and custody of other negotiable or
readi |y sal abl e personal property. The anount of the bond shoul d be at
| east equal to the maxi num anount of noney or property which the

i ndi vidual will have control of at any one time.
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Tenant councils.

Tenant councils shoul d be encouraged and should be given an input into
proposed changes in | ease agreenents, staff selection, eviction, and in
some cases tenant sel ection and ot her managenment deci si ons which have a
bearing on the tenant's overall situation. Provisions should also be

outlined for the denpcratic el ection of tenant councils.

Rent increases.

Requested or proposed rent increases should be handl ed i n accordance
with Exhibit C of Subpart C of Part 1930 of this chapter.

(Revi sed 08-30-93, SPECIAL PN.)

Non-di scri m nati on.

The plan shoul d address the policy of non-discrimnation in tenant
sel ection and enpl oyee hiring in accordance with Form RD 400- 4,
"Assurance Agreenent,"” and the affirmative action planned in the

recrui tnent of enployees and tenants. (Revised 08-30-93, SPECIAL PN.)

G her itens.

Any other itens which have a bearing on the operation and managenent of

t he project.

The managenent plan nmust be signed and dated by the borrower or the

borrower's authorized representative

o0o
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(LH I'nsured Loan to Nonprofit Corporation)

LOAN RESOLUTI ON OF , 19
RESOLUTI ON OF THE BOARD OF DI RECTORS
OoF PROVI DI NG
FOR BORROW NG $ TO FI NANCE HOUSI NG AND RELATED

FACI LI TIES FOR DOVESTI C FARM LABCOR, THE COLLECTI ON, HANDLI NG AND
DI SPOSI TI ON OF | NCOVE, THE | SSUANCE OF | NSTALLMENT PROM SSCRY NOTE AND
REAL ESTATE SECURI TY | NSTRUMENT, AND RELATED MATTERS

\Wher eas (herein
referred to as "Corporation”) is a nonprofit corporation duly organi zed and
oper ati ng under

(authorizing State statute)

The Board of Directors of the Corporation (herein referred to as the "board")
has decided to provide certain housing and related facilities for donestic
farm | abor;

The board has determ ned that the Corporation is unable to provide such
housing and facilities with its own resources or to obtain from other sources
for such purpose sufficient credit upon terns and conditions which the

Cor poration could reasonably be expected to fulfill;

BE | T RESCLVED:

1 Application for Loan. The Corporation shall apply for and obtain a
donestic farm | abor housing |oan (herein called "the loan") of $
through the facilities of the United States of Anerica acting through the
Farmers Hone Adm nistration, United States Departnent of Agriculture (herein
called "the Government”) pursuant to title V of the Housing Act of 1949. The
| oan shall be used solely for the specific eligible purposes for which it is
approved by the Governnent, in order to provide housing and relate facilities
for donestic farmlabor. Such housing and facilities and the |and
constituting the site are herein called "the housing."

2 Execution of Loan Instrunents. To evidence the |loan the Corporation
shall issue a pronmissory note (herein referred to as "the note"), signed by
its President and attested by its Secretary, with its corporate seal affixed
thereto, for the amount of the |oan, payable in installnments over a period of
years, bearing interest at the rate of 1 percent per
annum and contai ning other ternms and conditions prescribed by the Government.
To secure the note or any indemity or other agreenent required by the
Governnment, the President and Secretary are hereby authorized to execute a
real estate security instrument giving a |lien upon the housing and upon such
other real property of the Corporation as the Government shal
(10-3-79) PN 694
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require, including an assignnent or security interest in the rents and profits
as collateral security to be enforceable in the event of any default by the
Cor poration, and containing other ternms and conditions prescribed by the
Government. The President and Secretary are further authorized to execute any
other security instruments and ot her instrunents and docunents required by the
Government in connection with the making or insuring of the |Ioan. The

i ndebt edness and ot her obligations of the Corporation under the note, the

rel ated security instrunents, and any rel ated agreenents are herein called the
"l oan obligations.™

3 Equal Opportunity and Nondi scrimnation Provisions. The borrower wll
conmply with (a) any undertaki ngs and agreenents required by the Gover nnment
pursuant to Executive Order 11063 regardi ng nondi scrimnation in the use and
occupancy of housing, (b) Farmers Home Administration FormRD 400-1 entitled
"Equal Opportunity Agreenent,"” including an "Equal Opportunity O ause," to be
i ncorporated in or attached as a rider to each construction contract the
amount of which exceeds $10, 000 and any part of which is paid for with funds
fromthe loan, (c) Farners Hone Adm nistration Form RD 400-4, entitled
"Nondi scrim nation Agreenment (Under Title VI, Cvil R ghts Act of 1964)," a
copy of which is attached hereto and made a part hereof, and any ot her
undert aki ngs and agreenents required by the Government pursuant to | awfu
aut hority.

4 Supervi sed Bank Account. The proceeds of the note and the anmount of
$ to be contributed by the Corporation fromits own funds
and used for eligible | oan purposes shall be deposited in a "supervised bank
account" as required by the Governnment. 1/ Amounts in the supervised bank
account exceedi ng $100, 000 shall be secured by the financial institution in
advance in accordance with the U S. Treasury Department Circular No. 176. As
provided by the ternms of the agreenent creating the supervised bank account,

all funds therein shall, until duly expended, collaterally secure the | oan
obligations. Wthdrawals fromthe supervised bank account by the Corporation
shal |l be made only on checks signed by the of the

Cor poration and countersigned by the County Supervisor of the Farmers Hone
Admi ni stration, and only for the specific |oan purposes approved in witing by
the Governnment. The Corporation's share of any |iquidated danages or ot her
nmoni es paid by defaulting contractors or their sureties shall be deposited in
t he supervi sed bank account to assure conpletion of the project. Wen al
approved itens eligible for payment with |oan funds are paid in full, any

bal ance remaining in the supervised bank account shall be applied on the note
as an "extra paynent" as defined in the regul ati ons of the Farners Hone

Admi ni stration, and the supervised bank account shall be closed. (Revised 7-
6-81, SPECI AL PN.)

5 Accounts for Housing Operations and Loan Servicing. The Corporation
shall establish on its books the followi ng accounts, which shall be maintained
so long as the | oan obligations remain unsatisfied: A General Fund Account,
an Qperation and Mai ntenance Account, a Debt Service Account, and a Reserve




Account. Funds in said accounts shall be deposited in a bank or banks insured
by the Federal Deposit Insurance Corporation, except for any portion invested

in readily marketable obligations of the United States as authorized by
Section 9.
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The Treasurer of the Corporation shall execute a fidelity bond, with a surety
conpany approved by the Governnent, in an anount not |ess than the estimated
maxi mum anmount of such funds to be held in said accounts at any one tine. The
United States of Anerica shall be naned as co-obligee, and the amount of the
bond shall not be reduced wi thout the prior witten consent of the Governnent.
The Corporation in its discretion may at any time establish and utilize
addi ti onal accounts to handl e any funds not covered by the provisions of this
resol ution.

6 General Fund Account. By the time the loan is closed the
Corporation shall fromits own funds deposit in the General Fund Account the
amount of $§ . Al inconme and revenue fromthe

housi ng shall upon receipt be inmediately deposited in the General Fund
Account. The Corporation may also in its discretion at any time deposit
therein other funds, not otherw se provided for by this resolution, to be used
for any of the purposes authorized in section 7, 8 or 9. Funds in the
General Fund Account shall be used only as authorized in said sections and,
until so used, shall be held by the Corporation in trust for the Government as
security for the | oan obligations.

7 Qperation and Mai ntenance Account. Not later than the 15th of each
mont h, out of the General Fund Account shall be transferred to the Operation
and Mai ntenance Account, sufficient amounts to enable the Corporation to pay
fromthe Operation and Mai ntenance Account the actual, reasonable, and
necessary current expenses, for the current nonth and the ensuing nonth, of
operating and mai ntaining the housi ng not otherw se provided for. Current
expenses may include, in addition to expenses occurring or becom ng due
nmont hly, nmonthly accumnul ati ons of proportionate anounts for the paynent of
items which may becone due either annually or at irregular intervals, such as
taxes and insurance, nornal repair and replacenment of furnishings and
equi prent reasonably necessary for operation of the housing. Current expenses
may al so include initial purchase and installation of such furnishings and
equi prent with any funds deposited in and transferred fromthe General Fund
Account which are not proceeds of the loan or incone or revenue fromthe
housi ng.

8 Debt Service Account. Each nonth, inmediately after the transfer to
the Operation and Mai ntenance Account provided for in section 7, or after it
is determ ned that no such transfer is called for, any bal ance remaining in
t he General Fund Account, or so nuch thereof as may be necessary, shall be
transferred to the Debt Service Account until the amount in the Debt Service
Account equal s the anmount of the next installnent due on the loan. Funds in
t he Debt Service Account shall be used only for paynents on the |oan
obligations and, until so used, shall be held by the Corporation in trust for
t he Governnment as security therefor.

9 Reserve Account. (a) Inmediately after each transfer to the Debt
Service Account as provided in section 8, any balance in the General Fund




Account shall be transferred to the Reserve Account. Funds in the Reserve
Account may be used only as authorized in this resolution and until so used
(10-3-79) PN 694
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shall be held by the Corporation in trust as security for the | oan
obligations. Transfers at a rate not |ess than

$ 2/ annually shall be nmade to the Reserve
Account until the ampunt in the Reserve Account reaches the sum of
$ 3/ and shall be resuned at any tinme when

necessary, because of disbursenments fromthe Reserve Account, to restore it to
said sum O such sum at |east 50 percent shall be nmaintained on a cash
basis, referred to herein as the "cash reserve.” After the cash reserve
reaches the required 50 percent of said sum all or any portion of the bal ance
of said summay, at the option of the Corporation, consist of an anount,
referred to herein as the "prepaynment reserve," by which the Corporation is
"ahead of schedule" as defined in the regulations of the Farmers Hone

Admi ni stration. Funds in the cash reserve shall be deposited in a separate
bank account or accounts insured by the Federal Deposit |nsurance Corporation
or invested in readily marketabl e obligations of the United States, the
ear ni ngs on which shall accrue to the Reserve Account.

(b) Wth the prior consent of the Governnent, funds in the Reserve Account
may be used by the Corporation--

(1) To nmeet payments due on the |oan obligations in the event the
anount in the Debt Service Account is not sufficient for the purpose.

(2) To pay costs of repairs or replacenents to the housing caused by
cat astrophe or | ong-range depreciation which are not current expenses
under section 7.

(3) To make inprovenents or extensions to the housing.

(4) For other purposes desired by the Corporation which in the judgnment
of the Government likely will pronote the | oan purposes without
jeopardizing collectibility of the loan or inpairing the adequacy of the
security, or will strengthen the security, or will facilitate, inprove
or maintain the orderly collectibility of the |oan

(c) Any anount in the Reserve Account which exceeds the aggregate sum
specified in subsection (a), and is not agreed between the Corporation and the
Governnment to be used for purposes authorized in subsection 9 (b) shall be
applied pronptly on the | oan obligations.

10. Requlatory Covenants. So |long as the |oan obligations remain
unsatisfied, the Corporation shall--

(a) Inpose and collect such fees, assessnents, rents, and charges that the

i ncome of the Corporation will be sufficient at all tines for operation and
mai nt enance of the housing, paynents on the | oan obligations, and maintenance
of the accounts herein provided for.
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(b) Mintain conmplete books and records relating to the Corporation's
financial affairs, cause such books and records to be audited at the end of
each fiscal year, pronptly furnish the Government w thout request a copy of
each audit report, and permt the Governnent to inspect such books and records
at all reasonable tines.

(c) If required or permtted by the Government, revise the accounts herein
provided for, or establish new accounts, to cover handling and di sposition of
i ncome fromand paynment of expenses attributable to the housing or to any

ot her property securing the [ oan obligations, and submit to the Governnment
regul ar and special reports concerning the housing or the Corporation's
financial affairs.

(d) Unless the Governnment gives prior consent--

(1) Not use or permt use of the housing for any purpose other than as
housing and related facilities for domestic farm | abor

(2) Not enter into any contract or agreenent for inprovenents or
extensions to the housing or other property securing the |oan
obl i gati ons.

(3) Not cause or permt voluntary dissolution of the Corporation, nor
nmerge or consolidate with any other organi zation, nor cause or permt
any transfer or encunbrance of title to the housing or any part thereof
or interest therein, by sale, nortgage, |ease, or otherw se, nor engage
in any other new business, enterprise, or venture than operation of the
housi ng.

(4) Not cause or permt the issuance or transfer of any stock, borrow
any noney, nor incur any liability aside fromcurrent expenses as
defined in section 7.

(e) Submt the following to the Governnent for Prior review and approval nor
| ess than days before the effective dates, unless approval is
wai ved by the Governnent:

(1) Annual budgets and operating plans.

(2) Statenents of managenent policy and practice, including eligibility
criteria and inplementing rules for occupancy of the housing.

(3) Proposed rents and charges and other ternms of rental agreenments.
(4) Rates of compensation to officers and enpl oyees of the Corporation
payabl e from or chargeable to any account provided for in this

resol ution.

(f) If required by the Government, nodify and adjust any matters covered by
clause (e) of this section



(g) Conply with all its agreenments and obligations in or under the note,
security instrument, and any rel ated agreenent executed by the Corporation in
connection with the | oan.

(10-3-79) PN 694
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(h) Not alter, anmend, or repeal wi thout the Governnent's consent this
resolution or the bylaws or articles of incorporation of the Corporation

whi ch shall constitute parts of the total contract between the Corporation and
the Governnment relating to the | oan obligations.

(i) Do other things as may be required by the Government in connection with
the operation of the housing, or with any of the Corporation's operations or
affairs which may affect the housing, the |loan obligations, or the security.

11 Refi nancing of Loan. |If at any tinme it appears to the Government
that he corporation is able to obtain a | oan upon reasonable terns and
conditions to refinance the | oan obligations then outstandi ng, upon request
fromthe Government the Corporation will apply for, take all necessary actions
to obtain, and accept such refinancing loan and will use the proceeds for said
pur pose.

12 CGeneral Provisions.

(a) It is expressly understood and agreed that any |oan nade will be
adm ni stered subject to the [imtations of the authorizing act of Congress and
rel ated regul ations, and that any rights granted to the Governnent herein or

el sewhere may be exercised by it in its sole discretion to carry out the

pur poses of the |l oan, enforce such limtations, and protect the Governnent's
financial interest in the loan and the security.

(b) The provisions of this resolution are representations to the Governnent
to induce the Government to make a loan to the Corporation as aforesaid. |If
the Corporation should fail to comply with or performany provision of this
resol ution or any requirenent made by the CGovernment pursuant to this

resol ution, such failure shall constitute default as fully as default in
payment of anmounts due on the |loan obligations. In the event of such failure,
the Governnment at its option may declare the entire anount of the |oan
obligations i medi ately due and payable, and, if such entire anmbunt is not
paid forthwi th, may take possession of and operate the housing and proceed to
foreclose its security and enforce all other avail able renedies.

(c) Upon request by the Governnent the Corporation will permt
representatives of the Government to i nspect and nake copies of any of the
records of the Corporation pertaining to this loan. Such inspection and
copyi ng may be made during regular office hours of the Corporation, or any
other time the Corporation and, the Governnment finds convenient.

(d) Any provisions of this resolution may be waived by the Governnment in its
sol e discretion, or changed by agreenment between the Government and the
Corporation, after this resolution beconmes contractually binding, to any
extent such provisions could |l egally have been foregone, or agreed to in
anended form by the Governnent initially.
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(e) Any notice, consent, approval, waiver, or agreenent nust be in witing.
(f) This resolution may be cited in the security instrument and any ot her

instruments or agreenents as the "Loan Resol ution of
19 !

(date of this resolution)

CERTI FI CATE

The under si gned, , the Secretary of the
Corporation identified in the foregoing Loan Resol ution, hereby certifies that
the foregoing is a true copy of a resolution duly adopted by the board of
directors on 19 , Whi ch has not been

al tered, amended, or repeal ed.

(Dat e) (Secretary)

(SEAL)

1/ Only loan funds, and borrower's funds to be used for an eligible |oan
pur pose, may be deposited in the supervised bank account.

2/ In nost cases this figure should be one-tenth of the aggregate sum
specified later in the sentence and i ndi cated by footnote 3.

3/ The anpunt to be inserted will usually be about 10 percent of the val ue of
the buildings and related facilities financed wholly or partially with the
| oan.

000
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LOAN AGREEMENT
(LH I'nsured Loan to Individual)

1 Parties and Terns Defined. This agreenent dated of
t he Under si gned

, herein called "Borrower" whether one or

nore, whose post office address is

with the United States of America acting through the Farmers Hone

Admi ni stration, United Stated Departnment of Agriculture, herein called "the
Governnent," is made in consideration of a |oan, herein called "the loan," to
Borrower in the anount of $ made or

i nsured, or to be nmade or insured by the Governnent pursuant to title V of the
Housi ng Act of 1949 to provide housing and related facilities for donestic
farm | abor Such housing and related facilities, together with the site, may be
referred to herein as "the housing." The indebtedness and ot her obligations
of Borrower under the note evidencing the loan, the related security
instrument, and any rel ated agreenment are herein called the "l oan
obligations."

2 Equal Opportunity and Nondi scrimnation Provisions. The borrower wll
conmply with (a) any undertaki ngs and agreenents required by the Gover nnment
pursuant to Executive Order 11063 regardi ng nondi scrimnation in the use and
occupancy of housing, (b) Farmers Honme Administration Form RD 400-1 entitled
"Equal Opportunity Agreenent,"” including an "Equal Opportunity C ause" to be
i ncorporated in or attached as a rider to each construction contract the
amount of which exceeds $10, 000 and any part of which is paid for with funds
fromthe loan, (c) Farners Hone Adm nistration Form RD 400-4, entitled
"Nondi scrim nation Agreenment (Under Title VI, Cvil R ghts Act of 1964)," a
copy of which is attached hereto and made a part hereof, and any ot her
undert aki ngs and agreenents required by the Government pursuant to | awfu

aut hority.

3 Supervi sed Bank Account. The proceeds of the note and the anmount of
$ to be contributed by the borrower fromits own funds and
used for eligible | oan purposes shall be deposited in a "supervised bank
account" as required by the Governnment. 1/ Amounts in the supervised bank
account exceedi ng $100, 000 shall be secured by the financial institution in
advance in accordance with U S. Treasury Department Circular No. 176. As

provided therein shall, until duly expended, collaterally secure the |oan
obligations. Wthdrawals fromthe supervised bank account by the borrower
shal |l be made only on checks signed by the of the borrower

and countersigned by a representative of the Farmers Home Adm nistration, and
only for the specific | oan purposes approved in witing by the Governnent.
The borrower's share of any |iquidated damages or other nonies paid by

defaul ting contractors or their sureties shall be deposited in the supervised
bank account to assure conpletion of the project. When all approved itens
eligible for paynment with |oan funds are paid in full, any bal ance remaini ng
in the supervised bank account shall be applied on the note as an "extra



paynment” as defined in the regul ations of the Farners Home Admi nistration, and
t he supervi sed bank account shall be closed. (Revised 7-6-81, SPECI AL PN.)
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4 Accounts for Housing Operations and Loan Servicing. Borrower shal
establish on his books the foll owi ng accounts, which shall be maintained so
long as the | oan obligations remain unsatisfied: A General Fund Account, an
operation and Mai ntenance Account, a Debt Service Account, and a Reserve
Account. Funds in said accounts shall be deposited in a bank or banks insured
by the Federal Deposit Insurance Corporation, except for any portion invested
in readily marketable obligations of the United States as authorized by
section 8 (a).

5 Ceneral Fund Account. By the tinme the loan is closed Borrower shall from
his own funds deposit in the General Fund Account the anount of
$ . Al inconme and revenue fromthe housing shal

upon recei pt be i mediately deposited in the General Fund Account. Borrower
may also in his discretion at any tine deposit therein other funds, not

ot herwi se provided for by this agreenent, to be used for any of the purposes
aut hori zed in section 6, 7, or 8 Funds in the General Fund Account shall be
used only as authorized in said sections and, until so used, shall be held by
Borrower in trust for the Government as security for the | oan obligations.

6 Qperation and Mai ntenance Account. Not l|ater than the 15th of each nonth
out of the General Fund Account shall be transferred to the Operation and

Mai nt enance Account sufficient anmounts to enable Borrower to pay fromthe
Operation and Mai ntenance Account the actual, reasonable, and necessary
current expenses, for the current nonth and the ensuing nonth, of operating
and mai ntai ning the housing not otherw se provided for. Current expenses may
include, in addition to expenses occurring or becom ng due nonthly, nonthly
accunul ati ons of proportionate amounts for the paynment of itenms which may
beconme due either annually or at irregular intervals, such as taxes,

i nsurance, and normal repair and replacenment of furnishings and equi prent
reasonably necessary for operation of the housing. Current expenses may al so
include initial purchase and installation of such furnishings and equi pment
with any funds deposited in and transferred fromthe General Fund Account

whi ch are not proceeds of the | oan or incone or revenue fromthe housing.

7 Debt Service Account. Each nonth, imrediately after the transfer to the
Qperation and Mai ntenance Account provided for in section 6, or after it is
determ ned that no such transfer is called for, any balance remaining in the
Ceneral Fund Account, or so nmuch thereof as may be necessary, shall be
transferred to the Debt Service account until the amount in the Debt Service
Account equal s the anmount of the next installnent due on the Ioan. Funds in
t he Debt Service Account shall be used only for paynents on the |oan
obligations and, until so used, shall be held by Borrower in trust for the
Government as security therefor.
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8 Reserve Account.

(a) Imediately after each transfer to the Debt Service Account as
provided in section 7, any balance in the General Fund Account shall be
transferred to the Reserve Account. Funds in the Reserve Account nay be
used only as authorized in this agreement and until so used shall be
held by the Borrower in trust as security for the | oan obligations.

Transfers at a rate not less than $ 1/ annual ly shall be nade
to the Reserve Account until the amount in the Reserve Account reaches
the sumof $ 2/ and shall be resuned at any tinme when

necessary, because of disbursenments fromthe Reserve Account, to restore
it to said sum O such sum at |east 50 percent shall be maintained on
a cash basis, referred to herein as the "cash reserve.” After the cash
reserve reaches the required 50 percent of said sum all or any portion
of the bal ance of said summay, at the option of Borrower, consist of an
amount, referred to as the "prepaynment reserve,” by which Borrower is
"ahead of schedule" as defined in the regulations of the Farmers Hone
Admi ni stration. Funds in the cash reserve shall be deposited in a
separ at e bank account or accounts insured by the Federal Deposit

I nsurance Corporation or invested in readily marketabl e obligations of
the United States, the earnings on which shall accrue to the Reserve
Account .

(b) Wth the prior consent of the Governnent, funds in the Reserve
Account may be used by Borrower--

(1) To neet paynents due on the | oan obligations in the event the
anmount in the Debt Service Account is not sufficient for the
pur pose.

(2) To pay costs of repairs or replacenents to the housing caused
by catastrophe or |ong-range depreciation which are not current
expenses under section 6.

(3) To make inprovenments or extensions to the housing.

(4) For ot her purposes desired by Borrower which in the judgnent
of the Government likely will pronote the | oan purposes without
jeopardizing collectibility of the loan or inpairing the adequacy of
the security, or will strengthen the security, or will facilitate

i nprove, or maintain the orderly collectibility of the |oan

(5) For any purpose desired by Borrower, provided Borrower

determ nes that after such disbursenent (a) the amount in the
Reserve Account will be not |ess than that required by subsection 8
(a) to be accumul ated by that time, and (b) during the next 12
nmont hs the anmount in the Reserve Account will likely not fall bel ow
that required to be accunul ated by the end of such peri od.

(10-3-79) PN 694
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(c) Any anount in the Reserve Account which exceeds the aggregate sum
specified in subsection 8 (a) and is not agreed between the borrower and
the Governnent to be used for purposes authorized in subsection 8 (a)
shall be applied promptly on the | oan obligations.

Regul atory Covenants. So long as the |oan obligations remain

unsati sfied, Borrower shall--

(a) Inpose and collect such fees, assessnents, rents, and charges that
his income will be sufficient at all tines for operation and mai nt enance
of the housing, paynments on the |oan obligations, and mai ntenance of the
accounts herein provided for.

(b) Maintain conplete books and records relating to his financi al
affairs, cause such books and records to be audited at the end of each
fiscal year, pronptly furnish the Governnent w thout request a copy of
each audit report, and permt the CGovernnment to inspect such books and
records at all reasonable tines.

(c) If required by the Governnment, revise the accounts herein provided
for, or establish new accounts, to cover handling and di sposition of

i ncome fromand paynment of expenses attributable to the housing or to
any other property securing the |loan obligations, and submt regular and
speci al reports concerning the housing or Borrower's financial affairs.

(d) Unless the Governnment gives prior consent--

(1) Not use the housing for any purpose other than as |abor housing
and related facilities for domestic farm |l aborers.

(2) Not enter into any contract or agreenent for inprovenents or
extensions to the housing or other property securing the |oan
obl i gati ons.

(3) Not cause or permt the transfer or encunbrance of title to the
housi ng or any part thereof or interest therein, by sale, nortgage,
| ease, or otherwi se.

(e) Submt the following to the Governnent for prior review and
approval not |ess than days before the
effective dates.

(1) Annual budgets and operating plans, including proposed rents

and charges and other terns of rental agreenents for occupancy and
conpensation to enpl oyees chargeabl e as operating expenses of the

housi ng.
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(2) Statenents of managenent policy and practice, including
eligibility criteria and inplenenting rules for occupancy of the
housi ng.

(f) If required by the Governnment, nodify and adjust any matters
covered by clause (e) of this section

(g) Do other things as may be required by the Government in connection
with the operation of the housing or with any of Borrower's operations
or affairs which may affect the housing, the |loan obligations, or the
security.

10 Refi nancing of Loan. |If at any time it appears to the Government that
Borrower is able to obtain a | oan upon reasonable terns and conditions to

refi nance the | oan obligations then outstanding, upon request fromthe
Government, Borrower will apply for, take all necessary actions to obtain, and
accept such refinancing loan and will use the proceeds for said purpose.

11 CGeneral Provisions.

(a) It is understood and agreed by Borrower that any |oan made or
insured will be adm nistered subject to the limtations of the

aut hori zing act of Congress and related regul ati ons, and that any rights
granted to th Governnent herein or el sewhere may be exercised by it in
its sole discretion to carry out the purposes of the | oan, enforce such
l[imtations, and protect the Government's financial interest in the |oan
and the security.

(b) Borrower shall also conmply with all covenants and agreenents set
forth in the note, security instrunent, and any rel ated agreenents
executed by Borrower in connection with the | oan

(c) The provisions of this agreenment are representations to the
Governnent to induce the CGovernnent to make or insure a |oan to Borrower
as aforesaid. |If Borrower should fail to comply with or perform any
provi sion of this agreenent or any requirenent nade by the CGovernnent
pursuant hereto, such failure shall constitute default as fully as
default in paynent of ampunts due on the loan. In the event of such
failure, the Governnent at its option may declare the entire amount of
the | oan obligations innmedi ately due and payable and, if such entire
anmount is not paid forthwith, nay take possession of and operate the
housi ng and proceed to foreclose its security and enforce all other
avai | abl e renedi es.

(d) Upon request by the Governnent the Borrower will permt
representative, of the Governnment to inspect and nake copi es of any of
the records of the Borrower pertaining to this loan. Such inspection
and copying may be made during regular office hours of the Borrower, or
any other tine the Borrower and the Government finds convenient.



(10-3-79) PN 694



RD I nstruction 1944-D
Exhi bit D
Page 6

(e) Any provisions of this agreenent may be waived by the CGovernnent,

or changed by agreenment between the Government and Borrower to any
extent such provisions could |l egally have been foregone, or agreed to in
any amended form by the Government initially. Any notice, consent,
approval, waiver, or agreement must be in witing.

(f) This agreenent may be cited in the security instrunment and ot her
instruments or agreenents as the "Loan Agreenent of

(date of this

19 L
agr eenent)
Wt ness Bor r owner
Wt ness Bor r owner

1/ In nost cases this figure should be one-tenth of the aggregate sum
specified later in the sentence as indicated by footnote 2/.

2/ The anpbunt to be inserted will usually be about 10 percent of the val ue

of the buildings and related facilities financed wholly or partially with the
| oan.

o000
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(LABOR HOUSI NG LOAN AND GRANT TO A NONPROFI T
CORPORATI ON)

LOAN AND GRANT RESOLUTI ON OF , 19

RESOLUTI ON OF THE BOARD OF DI RECTORS OF

PROVI DI NG FOR CBTAI NI NG FI NANCI AL
ASSI STANCE | N THE AMOUNT $ TO AID I N FI NANCI NG FEDERALLY
DEFI NED LOW RENT HOUSI NG AND RELATED FACI LI TI ES FOR LOW | NCOVE
DOVESTI C FARM LABOR, AND RELATED MATTERS.

Wher eas

(herein referred to as the "Corporation") is organi zed and operating under
and the board of

(aut horizing State statute)
directors of the Corporation has determ ned that--

(a) The Corporation should provide |owrent housing and related facilities
for I owincome donestic farmlabor, as defined in title V of the Housing Act
of 1949.

(b) The estimated total cash devel opment cost of such housing and facilities
anmounts to $

(c) For such purpose the Corporation is able to furnish fromits own
resources $

(d) The Corporation will need financial assistance in the anbunt of $

whi ch the Corporation is unable to obtain from other sources for such purpose
upon terns and conditions which the Corporation could reasonably be expected
to fulfill.

(e) O such anmount of needed financial assistance the Corporation will be
able to repay, with interest at 1% per annum the anbunt of $ over
a repaynent period of years, if the balance of $ is

made available to the Corporation as a grant.

(f) The housing and related facilities will fulfill a pressing need in the
area in which they are or will be | ocated.

(g) The housing and facilities cannot be provided without the aid of a grant
in the anount stated above:
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THEREFORE BE | T RESOLVED:

1 Application for Loan and Grant. The Corporation shall apply to the
United States of Anerica, acting through the Farmers Hone Adm nistration
United States Departnent of Agriculture (herein called "the Government") for a
| oan of $ and a grant of $ , pursuant to Title V of the
housi ng Act of 1949. Such |oan may be insured by the Governnent. The | oan
and the grant shall be used only for the specific eligible purposes approved
by the Governnent, in order to provide lowrent housing and related facilities
for I owincome donestic farmlabor. Such housing and facilities and the |and
constituting the site may be referred to herein as the "housing."

2 Execution of Loan and Grant Instrunents. To evidence the |oan the
Corporation shall issue a prom ssory note (herein referred to as "the Note"),
signed by its President and attested by its Secretary, with its corporate sea
affixed thereto, for the amount of the | oan, payable in installnments over a
peri od of years, bearing interest at a rate not to exceed __
percent per annum and containing other terns and conditions prescribed by the
Government. To evidence the obligations of the grant, the Corporation shal
execute an instrunent in the formattached hereto entitled "Labor Housing
Grant Agreenment" and referred to herein as the "Grant Agreenent,” evidencing
terns and conditions upon which the grant is made by the CGovernnment and the
obligations of the Corporation with respect thereto. To secure the note
and/ or all other obligations and agreenents of the Corporation with respect to
the I oan and the grant, as required by the Governnent, the President and the
Secretary are hereby authorized to execute a security instrument giving a lien
upon or security interest in the housing and such other property as the
Governnment shall require, including an assignment of or security interest in
the rents and profits as collateral security to be enforceable in the event of
any default by the Corporation. The President and the Secretary are further
aut horized to execute any other security and other instruments, agreenents,
and docunents required by the Government for the | oan or grant. The
i ndebt edness and ot her obligations of the Corporation under the note, G ant
Agreenent, this resolution, the security instrunent, and any other instrunents
and agreenents related to the loan or grant are herein called the "l oan and
grant obligations.™

3 Equal Enpl oynent Qpportunity under Construction Contracts and
Nondi scrimnation in the Use of Occupancy and Housing and in Any O her
Benefits of the Loan or Grant. The President and the Secretary are hereby
aut horized and directed to execute on behalf of the Corporation (a) any
undert aki ngs and agreenents
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requi red by the Governnent regardi ng nondi scrimnation in the use and
occupancy of housing, (b) Farmers Honme Admi nistration Form RD 400-1, "Equa
Qpportunity Agreenent,” involving an Equal Opportunity C ause to be

i ncorporated in or attached as a rider to each construction contract which
exceeds $10,000 in amount and is paid for in whole or in part with |oan or
grant funds, and (c) Farmers Home Admi nistration Form RD 400-4,

"Nondi scrim nation Agreenment (Under Title VI, Cvil R ghts Act of 1964)," a
copy of which is attached hereto and nmade a part hereof.

4 Supervised Bank Account. The proceeds of the |oan and grant and the
amount of $ to be contributed by the Corporation fromits own fund
and used for approved eligible purposes shall be deposited in a "supervised
bank account” as required by the Governnent. 1/ Amounts in the supervised
bank account exceedi ng $100, 000 shall be secured by the financial institution
i n advance in accordance with U S. Treasury Departnment Circular No. 176. As
provided by the ternms of the agreenent creating the supervised bank account,

all funds therein shall, until duly expended, collaterally secure the |oan and
grant obligations. Wthdrawals fromthe supervi sed bank account by the
Corporation shall be nmade only on checks signed by the of

t he Corporation and countersigned by the County Supervisor or other authorized
official of the Farmers Home Administration, and only for the specific

el i gi bl e purposes approved in witing by the Governnent. The Corporation's
share of any liquidated damages or other nonies paid by defaulting contractors
of their sureties shall be deposited in the supervised bank account to assure
conpletion of the project. Wen all approved itens eligible for payment with
| oan or grant funds are paid in full, any bal ance remaining in the supervised
bank account shall be treated as a refund of |oan and grant funds in the sane
rati o as that between the anounts of the |oan and grant, and the supervised
bank account shall be closed. (Revised 7-6-81, SPECIAL PN.)

5 Accounts for Housing Qperations and Loan Servicing. The Corporation
shall establish on its books the followi ng accounts, which shall be maintained
so long as the loan or grant obligations continue: A General Fund Account, an
Operation and Mai nt enance Account, a Debt Service Account, and a Reserve
Account. Funds in said accounts shall be deposited in a bank or banks insured
by the Federal Deposit Insurance Corporation, except for any portion invested
in readily marketable obligations of the United States as authorized by
section 9. The Treasurer of the Corporation shall execute a fidelity bond,
with a surety conpany approved by the CGovernnment, in an anmount not |ess than
t he estimated maxi mum anount of such funds to be held in said accounts at any
one time. The United States of Anerica shall be naned as co-obligee, and the
amount of the bond shall not be reduced without the prior witten consent of
the Governnment. The Corporation in its discretion may at any time establish
and utilize additional accounts to handl e any funds not covered by the
provisions of this resolution

1/ Only loan or grant funds, and borrower's funds to be used for an eligible
| oan or grant purpose, nay be deposited in the supervi sed bank account.
(10-3-79) PN 694
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6 GCeneral Fund Account. By the tine the |loan and grant are closed the
Corporation shall fromits own funds deposit in the General Fund Account the
amount of $ . Al inconme and revenue fromthe housing shall upon
recei pt be i mediately deposited in the General Fund Account. The Corporation
may also in its discretion at any tine deposit therein other funds, not
ot herwi se provided for by this resolution, to be used for any of the purposes
aut hori zed in section 7, 8, or 9. Funds in the General Fund Account shall be
used only as authorized in said sections and, until so used, shall be held by
the Corporation in trust for the Government as security for the | oan and grant
obl i gati ons.

7 Operation and Miintenance Account. Not later than the 15th of each
mont h, out of the General Fund Account shall be transferred to the Operation
and Mai ntenance Account, sufficient amounts to enable the Corporation to pay
fromthe Operation and Mai ntenance Account the actual, reasonable, and
necessary current expenses, for the current nonth and the ensuing nonth, of
operating and mai ntaining the housi ng not otherw se provided for. Current
expenses may include, in addition to expenses occurring or becom ng due
nmont hly, nmonthly accumul ati ons of proportionate anounts for the paynent of
items which may becone due either annually or at irregular intervals, such as
taxes and i nsurance and nornmal repair and replacenment of furnishings and
equi prent reasonably necessary for operation of the housing. Current expenses
may al so include initial purchase and installation of such furnishings and
equi prent with any funds deposited in and transferred fromthe General Fund
Account which are not proceeds of the |loan and, unless the CGovernnent gives
prior witten consent, are not income or revenue fromthe housing.

8 Debt Service Account. Each nmonth, immediately after the transfer to
the Operation and Mai ntenance Account provided for in section 7, or after it
is determ ned that no such transfer is called for, any bal ance remaining in
t he General Fund Account, or so nuch thereof as may be necessary, shall be
transferred to the Debt Service Account until the amount in the Debt Service
Account equal s the anmount of the next installnent due on the loan. Funds in
t he Debt Service Account shall be used only for paynents on the |oan
obligations while they continue and, until so used, shall be held by the
Corporation in trust for the Governnent as security for the | oan and grant
obl i gati ons.

9 Reserve Account. (a) Immediately after each transfer to the Debt
Service Account as provided in section 8, any balance in the General Fund
Account shall be transferred to the Reserve Account. Funds in the Reserve
Account may be used only as authorized in this resolution and until so used
shall be held by the Corporation in trust as security for the | oan and grant
obligations. Transfers at a rate not less than $ 2/
annual |y shall be made to the Reserve Account until the anmpunt

2/ In nost cases this figure should be one-tenth of the aggregate sum
specified later in the sentence as the total amount of the Reserve Account.
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in the Reserve Account reaches the sumof $ 3/ and shall be
resumed at any time when necessary, because of disbursenents fromthe Reserve
Account, to restore it to said sum O such sum at |east 50 percent shall be
mai nt ai ned on a cash basis, referred to herein as the "cash reserve." After
the cash reserve reaches the required 50 percent of said sum all or any
portion of the balance of said summay, at the option of the Corporation
consi st of an ampbunt, referred to herein as the "prepaynment reserve,” by which
the Corporation is "ahead of schedule" as defined in the regul ations of the
Farmers Hone Adm nistration. Funds in the cash reserve shall be deposited in
a separate bank account or accounts insured by the Federal Deposit Insurance
Corporation or invested in readily marketable obligations of the United
States, the earnings on which shall accrue to the Reserve Account.

(b) Wth the prior consent of the Governnent, funds in the Reserve Account
may be used by the Corporation - -

(1) To nmeet paynments due on the |oan obligations in the event the
anount in the Debt Service Account is not sufficient for the purpose.

(2) To pay costs of repairs or replacenents to the housing caused by
cat astrophe or | ong-range depreciation which are not current expenses
under section 7.

(3) To make inprovenents or extensions to the housing.

(4) For other purposes desired by the Corporation which in the judgnment
of the Government likely will pronote the |oan or grant purposes w thout
jeopardizing collectibility of the loan or inpairing the adequacy of the
security, or will strengthen the security, or will facilitate, inprove
or maintain the orderly collectibility of the |oan

(c) Any anobunt in the Reserve Account which exceeds the sum specified in sub-
section (a), and is not agreed between the Corporation and the Governnent to
be used for purposes authorized in subsection (b) shall be applied pronptly on
the [ oan obligations.

10. Requlatory Covenants. So |long as the |oan or grant obligations
continue, the Corporation shall - -

3/ The amount to be inserted will usually be about 10 percent of the val ue of
the buildings and related facilities financed wholly or partially with the
| oan and grant.

(10-3-79) PN 694
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(a) Inpose and collect such fees, assessnents, rents, and charges that the
i ncome of the Corporation will be sufficient at all tines for operation and
mai nt enance of the housing payments on the | oan obligations, and nmai nt enance
of the accounts herein provided for.

(b) Mintain conplete books and records relating to the Corporation's
financial affairs, cause such books and records to be audited at the end of
each fiscal year, pronptly furnish the Government w thout request a copy of
each audit report, and permt the Governnent to inspect such books and records
at all reasonable tinmes.

(c) If required or permtted by the Government, revise the accounts herein
provided for, or establish new accounts, to cover handling and di sposition of
i ncome fromand paynent of expenses attributable to the housing or to any

ot her property securing the loan or grant obligations, and subnmit to the
Government regul ar and special reports concerning the housing or the
Corporation's financial affairs, including any information required by the
Governnment regarding i ncone of the occupants of the housing.

(d) Unless the Governnent gives prior consent - -

(1) Not use or permt use of the housing for any purpose other than as
lowrent housing and related facilities for |owincone donestic farm
| abor, as those terns are defined by the Governmnent.

(2) Not enter into any contract or agreenent for inprovenents or
extensions to the housing or other property securing the [ oan or grant
obl i gati ons.

(3) Not cause or permt voluntary dissolution of the Corporation, nor
merge or consolidate with any other organization, nor transfer or
encunber title to the housing or any part thereof or interest therein

by sal e, nortgage, |ease, or other conveyance or encumnbrance, nor engage
in any other new business, enterprise, or venture than operation of the
housi ng.

(4) Not borrow any noney, nor incur any liability aside from current
expenses as defined in Section 7.

(e) Submt the following to the Governnent for prior review not |ess than
days before the effective dates:
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(1) Annual budgets and operating plans.

(2) Statenents of managenment policy and practice including eligibility
criteria and inplenmenting rules for occupancy of the housing.

(3) Proposed rents and charges and other ternms of rental agreenents for
occupancy of the housi ng.

(4) Rates of compensation to officers and enpl oyees of the Corporation
payabl e from or chargeable to any account provided for in this
resol uti on.

(f) If required by the Government, nodify and adjust any matters covered by
clause (e) of this section

(g) Conply with all its agreenments and obligations in or under this
resol ution, the note, Grant Agreenent, security instrunent, and any rel ated
agreenment executed by the Corporation in connection with the |oan or grant

(h) Not alter, anmend, or repeal wi thout the Governnent's consent this
resolution or the bylaws or articles of incorporation of the Corporation

whi ch shall constitute parts of the total contract between the Corporation and
the Governnment relating to the loan and grant obligations.

(i) Do other things as may be required by the Government in connection with
the operation of the housing, or with any of the Corporation's operations or
affairs which may affect the housing, the loan or grant obligations, or the
security.

11 Refinancing of Loan. |If at any time it appears to the CGovernment
that the Corporation is able to obtain a | oan upon reasonable terns and
conditions to refinance the | oan obligations then outstandi ng, upon request
fromthe Government, the Corporation will apply for, take all necessary
actions to obtain, and accept such refinancing | oan and will use the proceeds
for said purpose.

12 GCeneral Provisions.

(a) It is understood and agreed by the Corporation that any |oan or grant
wi Il be adm nistered subject to the limtations of the authorizing act of
Congress and rel ated regul ations, and that any rights granted to the
Government herein or el sewhere may be exercised by it inits sole

(10-3-79) PN 694
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di scretion to carry out the purposes of the | oan and grant, enforce such
[imtations, and protect the Governnment's financial interest in the | oan and
grant and the security.

(b) The provisions of this resolution are representati ons of the Corporation
to i nduce the Government to make or insure a |oan or nake a grant to the
Corporation as aforesaid. |If the Corporation should fail to conply with or
performany of its |loan or grant obligations, such failure shall constitute
default as fully as default in paynment of anobunts due on the | oan obligations.
In the event of default, the Government at its option nmay declare the entire
anmount of the |oan and grant obligations i mediately due and payable and, if
such entire amount is not paid forthwith, may take possession of and operate

t he housing and proceed to foreclose its security and enforce all other
avai |l abl e renedi es.

(c) Upon request by the Governnent the corporation will permt
representatives of the Government to i nspect and nake copies of any of the
records of the corporation pertaining to the financial assistance. Such

i nspection and copyi ng may be made during regular office hours of the
corporation, or any other tinme the corporation and the CGovernnent finds
conveni ent.

(d) Any provisions of this resolution may be waived by the Governnment in its
sol e discretion, or changed by agreenment between the Government and the
Corporation, after this resolution beconmes contractually binding, to any
extent such provisions could |l egally have been foregone, or agreed to in
anended form by the Governnent initially.

(e) Any notice, consent, approval, waiver, or agreenent nust be in witing.
(f) This resolution may be cited in the security instrument and el sewhere as

the "Loan and Grant Resol ution of 19 L
(date of this resolution)

CERTI FI CATE

The under si gned, , the Secretary of
the corporation identified in the foregoing resolution, hereby certifies that
the foregoing is a true copy of a resolution duly adopted by the board of
directors on 19 , Whi ch has not
been al tered, anended, or repeal ed.

(Dat e) (Secretary)

( SEAL)
o000
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LABOR HOUSI NG GRANT AGREEMENT

TH S AGREEMENT dat ed , 19 , between

whi ch i s organi zed and operating under

(Aut hori zing Statute)
herein called "Grantee,” and the United States of America acting through the
Farmmers Hone Adm nistration, Departnment of Agriculture, herein called
"Grantor," W TNESSETH:

VWHEREAS

Grantee has determ ned to undertake a project of acquisition, construction,
enl argenent and/or capital inprovenent of a Labor Housing Project to serve
donmestic farmlaborers at an estimted cost of $ and has
duly authorized the undertaking of such project.

Gantee is able to finance not nore than $ of the devel opnent
costs through revenues, charges, taxes or assessnents, or funds otherw se
avail able to Grantee resulting in a reasonable rental rate.

Said sumof $ has been conmitted to and by Grantee for such
proj ect devel opnent costs.

Grantor has agreed to grant the Grantee a sumnot to exceed $
subject to the terns and conditions established by the Gantor. Provided,
however, that the proportionate share of any grant funds actually advanced and
not needed for grant purposes shall be returned inmediately to the G antor.
The Grantor may terminate the grant in whole, or in part, at any time before
the date of conpletion, whenever it is determned that the G antee has fail ed
to conply with the conditions of the grant.

NOW THEREFORE, In consideration of said grant by Gantor to Grantee, to be
made pursuant to Section 516 of the Housing Act of 1949 for the purpose only
of defraying a part not to exceed percent of the devel opment costs,
as defined by applicable Farners Home Admi nistration instructions.

GRANTEE AGREES THAT GRANTEE W LL:
A. Cause said project to be constructed within the total suns avail able
toit, including said grant, in accordance with the project plans and

specifications and any nodifications thereof prepared by G antee and approved
by G antor.

(10-3-79) PN 694
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B. Permt periodic inspection of the construction by a representative of
Grantor during construction

C. Manage, operate and maintain the project, including these units if
| ess than the whol e of said project, continuously in an efficient and econom c
nmanner .

D. Make services of said project available within its capacity to al
donmestic farm | aborers in borrowers/grantees service area wthout
di scrimntation because of race, color, religion, sex, age, handicap, marita
or famlial status, or National origin at reasonable rental rates, whether for
one or nore types of units, adopted by resolution dated 19 , as
may be revised fromtinme to time by Gantee. The initial rental rate nust be
approved by the Grantor. Thereafter, G antee nay not nake changes to the
rental rate structure without prior authorization fromthe G antor.
(Revi sed 02-22-90, SPECI AL PN.)

E. Adjusts its operating costs and service charges fromtinme to time to
provi de for adequate operation and mai nt enance, energency repair reserves,
obsol escence reserves, debt service and debt service reserves.

F. Provide Grantor with such periodic reports as it may require and
permt periodic inspection of its operations by a representative of the
G antor.

G To execute Form RD 400-1, "Equal Opportunity Agreenent,"” and to
execute Form RD 400-4, "Assurance Agreement,"” and to execute any ot her
agreements required by Gantor which Grantee is legally authorized to execute
I f any such form has been executed by Grantee as a result of a |oan bei ng made
to Grantee by Grantor contenporaneously with the making of this grant, another
formof the sane type need not be executed in connection with this grant.

(Revi sed 02-22-90, SPECI AL PN.)

H  Upon any default under its representations or agreements set forth in
this instrunent, Gantee, at the option and demand of Grantor, will repay to
Grantor forthwith the original principal amount of the grant stated
her ei nabove, with interest at the rate of 5 percentum per annum fromthe date
of the default. Default by the Gantee will constitute term nation of the
grant thereby causing cancell ation of Federal assistance under the grant. The
Provisions of this Grant agreenment may be enforced by Gantor, at its option
and without regard to prior waivers by it of previous defaults of G antee, by
judicial proceedings to require specific performance of the
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terns of this Grantee Agreenents or by such other proceedings in |aw or
equity, in either Federal or State courts, as may be deened necessary by
Grantor to assure conpliance with the provisions of this Gant Agreement and
the Iaws and regul ati ons under which this grant is made.

. Return imediately to Grantor, as required by the regul ati ons of
Grantor, any grant funds actually advanced and not needed by G antee for
approved purposes.

J. Use the real property including |land, |and inprovenments, structures,
and appurtenances thereto, for authorized purposes of the grant as |long as
needed.

1. Title to real property shall vest in the recipient subject to
the condition that the Grantee shall use the real property for the
aut hori zed purpose of the original grant as |ong as needed.

2. The Grantee shall obtain approval by the G antor agency for the
use of the real property in other projects when the G antee deterni nes
that the property is no | onger needed for the original grant purposes.
Use in other projects shall be |imted to those under other Federa
grant prograns or progranms that have purposes consistent with those
aut hori zed for support by the G antor

3. Wen the real property is no | onger needed as provided in 1 and
2 above, the Grantee shall request disposition instructions fromthe
Grantor agency or its successor Federal agency. The G antor agency
shal | observe the following rules in the disposition instructions.

(a) The Grantee may be permitted to retain title after it
conpensates the Federal CGovernnent in an anmount conputed by applying
t he Federal percentage of participation in the cost of the original
project to the fair market val ue of the property.

(b) The Grantee may be directed to sell the property under
gui del i nes provided by the Grantor agency and pay the Federa
CGovernrent an anount conputed by applying th Federal percentage of
participation in the cost of the original project to the proceeds
fromsale (after deducting actual and reasonable selling and fix-up
expenses, if any, fromthe sales proceeds). Wen the Gantee is
aut horized or required to sell the property, proper

(10-3-79) PN 694
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sal es procedures shall be established that provide for conpetition
to the extent practicable and result in the highest possible return

(c) The Grantee may be directed to transfer title to the
property to the Federal CGovernment provided that in such cases the
Grantee shall be entitled to conmpensati on conputed by applying the
Grantee's percentage of participation in the cost of the program or
project to the current fair market value of the property.

This Grant Agreenent covers the follow ng described real property (use
continuati on sheets as necessary).

K. Abide by the follow ng conditions pertaining to nonexpendabl e persona
property which is furnished by the Grantor or acquired wholly or in part with
grant funds. Nonexpendabl e personal property neans tangi bl e personal property
having a useful life of nore than one year and an acquisition cost of $300 or
nmore per unit. A Grantee may use its own definition of nonexpendabl e persona
property provided that such definition would at |east include all tangible
personal property as defined above.

1. Use of nonexpendabl e property.

(a) The Grantee shall use the property in the project for
which it was acquired as |ong as needed. Wen no | onger needed for
the original project, the Grantee shall use the property in
connection with its other Federally sponsored activities, if any, in
the follow ng order of priority:

(1) Activities sponsored by the FnHA
(2) Activities sponsored by ot her Federal agencies.

(b) During the tine that nonexpendabl e personal property is
held for use on the project for which it was acquired, the G antee
shall nake it available for use on other projects if such other use
will not interfere with the work on the project for which the
property was originally acquired. First preference for such other
use shall be given to FnHA sponsored projects. Second preference
will be given to other Federally sponsored projects.
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2. Disposition of nonexpendabl e property. Wen the G antee no

| onger needs the property as provided in paragraph (a) above, the
property may be used for other activities in accordance with the
foll owi ng standards:

(10- 3- 79)

(a) Nonexpendabl e property with a unit acquisition cost of
| ess than $1000. The Gantee may use the property for other
activities wi thout reinbursement to the Federal Governnent or sell
the property and retain the proceeds.

(b) Nonexpendabl e personal property with a unit acquisition
cost of $1000 or nore. The Grantee may retain the property for
ot her uses provided that conpensation is nade to the original
Grantor agency or its successor. The amount of conpensation shall
be conputed by applying the percentage of Federal participation in
the cost of the original project or programto the current fair
mar ket val ue of the property. |If the Grantee has no need for the
property and the property has further use value, the Gantee shall
request disposition instructions fromthe original grantor agency.

The Grantor agency shall detern ne whether the property can be used
to neet the agency's requirements. |If no requirenment exists within
t he agency, the availability of the property shall be reported, in
accordance with the guidelines of the Federal Property Managenent
Regul ati ons (FPMR), to the CGeneral Services Adm nistration by the
Grantor agency to determ ne whether a requirenment for the property
exi sts in other Federal agencies. The G antor agency shall issue
instructions to the Gantee no later than 120 days after the G antee
request and the foll owi ng procedures shall govern:

(1) If so instructed or if disposition instructions are
not issued within 120 cal endar days after the Grantee's
request, the Grantee shall sell the property and rei nburse the
Grantor agency an anmount conputed by applying to the sales
proceeds the percentage of Federal participation in the cost of
the original project or program However, the Grantee shall be
permtted to deduct and retain fromthe Federal share $100 or
ten percent of the proceeds, whichever is greater, for the
Grantee's selling and handling expenses.

PN 694
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(2) If the Gantee is instructed to ship the property
el sewhere the Grantee shall be reinbursed by the benefiting
Federal agency with an amount which is conputed by applying the
percentage of the Grantee participation in the cost of the
original grant project or programto the current fair market
val ue of the property, plus any reasonabl e shipping or interim
storage costs incurred.

(3) If the Gantee is instructed to otherw se di spose of
the property, the Grantee shall be reinbursed by the G antor
agency for such costs incurred in its disposition

3. The Grantee's property managenent standards for nonexpendabl e
personal property shall also include:

(a) Property records which accurately provide for: a
description of the property; manufacturer's serial nunber or other
identification nunber; acquisition date and cost; source of the
property; percentage (at the end of budget year) of Federa
participation in the cost of the project for which the property was
acquired; location, use and condition of the property and the date
the informati on was reported; and ultimate disposition data
i ncluding sales price or the nethod used to determ ne current fair
market value if the Grantee reinburses the Gantor for its share

(b) A physical inventory of property shall be taken and the
results reconciled with the property records at |east once every two
years to verify the existence, current utilization, and continued
need for the property.

(c) A control systemshall be in effect to insure adequate
saf equards to prevent |oss, damage, or theft of the property. Any
| oss, damage, or theft of nonexpendabl e property shall be
i nvestigated and fully docunented.

(d) Adequate maintenance procedures shall be inplenented to
keep the property in good condition

(e) Proper sales procedures shall be established for unneeded
property whi ch woul d provide for conpetition to the extent
practicable and result in the highest possible return

This Grant Agreenent covers the followi ng described nonexpendabl e property
(use continuation sheets as necessary).
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L. Provi de Fi nanci al Managenment Systens which will include:

1. Accurate, current, and conplete disclosure of the financia
results of each grant. Financial reporting will be on an accrual basis.

2. Records which identify adequately the source and application o
funds for grant-supported activities. Those records shall contain
information pertaining to grant awards and authorizati ons, obligations,
unobl i gat ed bal ances, assets, liabilities, outlays, and incone.

3. FEffective control over and accountability for all funds,
property and other assets. Gantees shall adequately safeguard all such
assets and shall assure that they are used solely for authorized
pur poses.

4. Accounting records supported by source docunentation

M Retain financial records, supporting docunents, statistical records,
and all other records pertinent to the grant for a period of at |east three
years after grant closing except that the records shall be retained beyond the
three-year period if audit findings have not been resolved. Mcrofilmcopies
may be substituted in lieu of original records. The Gantor and the
Comptroller General of the United States, or any of their duly authorized
representatives, shall have access to any books, docunents, papers, and
records of the Grantee's governnent which are pertinent to the specific grant
program for the purpose of making audits, exam nations, excerpts and
transcripts.

N. Provide informati on as requested by the Grantor to determne the
need for and conpl ete any necessary Environnmental |npact Statenents.

O Provide an audit report prepared in sufficient detail to allow the
Grantor to determne that funds have been used in conpliance with the
proposal , any applicable laws and regul ati ons and this Agreenent.

P. Agree to account for and to return to Gantor interest earned on
grant funds pending their disbursement for program purposes when the G antee
is aunit of local government. States and agencies or instrunmentalities of
states shall not be held accountable for interest earned on grant funds
pendi ng their disbursenent.

Q Not encunber, transfer or dispose of the property or any part
t hereof, furnished by the Grantor or acquired wholly or in part with G antor
funds without the witten consent of the G antor except as provided initemJ
above.

(10-3-79) PN 694
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R To include in all contracts for construction or repair a provision
for conpliance with the Copel and "Anti-Ki ck Back"” Act (18 U . S.C. 874) as
suppl enented in Departnent of Labor regulations (29 CFR, Part 3). The G antee
shall report all suspected or reported violations to the Grantor.

S. Pay all |aborers and nechani cs enpl oyed by contractors and
subcontractors wages at rates not |ess than those prevailing on simlar
construction in the locality as determned by the Secretary of |abor in
accordance with the Davis-Bacon Act, as anmended (40 U.S. C. 276a - 276a-5).

T. In construction contracts in excess of $2,000 and in other contracts
in excess of $2,500 which involve the enploynment of mechanics or |aborers, to
i nclude a provision for conpliance with Sections 103 and 107 of the Contract
Wbrk Hours and Safety Standards Act (40 U S.C. 327-330) as suppl enented by
Department of Labor regulations (29 CFR, Part 5).

u. To include in all contracts in excess of $100,000 a provision that
the contractor agrees to conply with all the requirenments of Section 114 of
the Clean Air Act (42 U . S.C. 81875C-9) and Section 308 of the Water Pollution
Control Act specified in Section 114 of the Clean Air Act and Section 308 of
the Water Pollution Control Act and all regul ations and gui delines issued
t hereunder after the award of the contract. Such regul ations and gui delines
can be found in 40 CFR 15.4 and 40 FR 17126 dated April 16, 1975. In so doing
the Contractor further agrees:

1. As condition for the award of contract to notify the Omer of
the recei pt of any comuni cation fromthe Environmental Protection
Agency (EPA) indicating that a facility to be utilized in the
performance of the contract is under consideration to be listed on the
EPA list of Violating Facilities. Pronpt notification is required prior
to contract award.

2. To certify that any facility to be utilized in the performance
of any nonexenpt contractor subcontract is not listed on the EPA Iist of
Violating Facilities. Pronpt notification is required prior to contract
awar d.

3. To include or cause to be included the above criteria and the
requi renents in every nonexenpt subcontract and that the Contractor wll
take such action as the Government may direct as a means of enforcing
such provi si ons.

As used in these paragraphs the term*"facility" means any buil ding, plan
installation, structure, mne, vessel or other floating craft, |ocation, or
site of operations, owned, |eased, or supervised by a G antee, cooperator,
contractor, or subcontractor, to be utilized in the performance of a grant,
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agreement, contract, subgrant, or subcontract. Wlere a |location or site of
operation contains or includes nore than one building, plant, installation, or
structure, the entire location shall be deened to be a facility except where
the Director, Ofice of Federal Activities, Environmental Protection Agency,
determ nes that independent facilities are co-located in one geographi cal

ar ea.

GRANTOR AGREES THAT I T:

A. WIIl make available to G antee for the purpose of this Agreement not
to exceed $ whi ch it
wi || advance to Grantee to nmeet not to exceed percent of the
devel opnent costs of the project in accordance with the actual needs of
Grantee as determ ned by G antor.

B. WIIl assist Grantee, within avail abl e appropriations, with such
techni cal assistance as G antor deens appropriate in planning the project and
coordi nating the plan with | ocal official conprehensive plans and with any
State or area plans for the area in which the project is |ocated.

C. At its sole discretion and at any time nmay give any consent,
deferment, subordination, rel ease, satisfaction, or termnation of any or all
of Grantee's grant obligations, with or wi thout avail abl e consideration, upon
such terms and conditions as Grantor may determne to be (1) advisable to
further the purpose of the grant or to protect Grantor's financial interest
therein and (2) consistent with both the statutory purposes of the grant and
the limtations of the statutory authority under which it is nade.

TERM NATI ON OF THI S AGREEMENT.

This agreenment may be term nated for cause in the event of default on the part
of the Grantee as provided in paragraph | above or for conveni ence of the
Grantor and Grantee prior to the date of conpletion of the grant purpose.

Term nation for convenience will occur when both the Grantee and Grantor agree
that the continuation of the project will not produce beneficial results
commensurate with the further expenditure of funds.

(10-3-79) PN 694
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IN WTNESS WHERECF Grantee on the date first above witten has caused

t hese presence to be executed by its duly authorized
and attested and its

corporate seal affixed by its duly authorized

ATTEST:

By By

(Title) (Title)

UNI TED STATES OF AMERI CA
FARMERS HOVE ADM NI STRATI ON

By

(Title)

o000
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LEGAL SERVI CE AGREEMENT
Agreenent made this day of , 19
bet ween t he , hereinafter
call ed the owners, and , hereinafter

called the attorney, wtnesseth:

VWhereas the owners intent to forma corporation, hereinafter called the
corporation, to construct and operate a | abor housing project in

( Town) (County) (State)
and to obtain a loan fromthe Farners Home Administration to finance the
construction, and the attorney agrees to performall |egal services necessary

to incorporate the Corporation, and to performall other customary |ega
services necessary to the organization, financing, construction, and initia
operation of the proposed rural rental housing project, such services to

i ncl ude but not to be restricted to the foll ow ng:

1 Prepare and file necessary incorporating papers and supervise
and assist in taking other necessary or incidental actions to create the
Corporation and authorize it to finance, construct, and operate the
proposed housi ng proj ect.

2 Prepare for, and furnish advice and assistance to the owners,
and to the Board of Directors and officers of the Corporation, in
connection with (a) notices and conduct of neetings; (b) preparation of
m nutes of mneetings; (c) preparation and adopti on of necessary
resol utions in connection with the authorization, financing,
construction, and initial operation of a rural rental housing project;
(d) necessary construction contracts; (e) preparation of adoption of
byl aws and rel ated docunents; (f) any other action necessary for
organi zi ng the Corporation or financing, constructing, and initially
operating the proposed housi ng project.

3 Revi ew of construction contract, bid-letting procedure, and
surety and performance bonds.

4 Exam nation of real estate titles and preparation, review, and
recordi ng of deeds and any other instrunments.
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5 Cooperation with the architect enployed by the owners or the
Corporation in connection with preparati on of survey sheets, easenents,
and any other necessary title docunents, construction contracts, and
ot her instruments.

6 Rendering of |egal opinions as required by the owners or the
Corporation or the Farners Home Administration, United States Depart nent
of Agriculture.

7 Owners agree to pay to the attorney for professional services
in accordance with this agreenment, as foll ows:

The fees to be payable in the foll owi ng nanner and at the foll ow ng
times:

The attorney states and agrees that of the above total fees,
represents fees for services in
connection with the organization and incorporation of the Corporation

The owners and the attorney further covenant and agree that, if upon
organi zati on and incorporation the Corporation fails or refuses to adopt and
ratify this Agreement by appropriate resolution wthin days, this
Agreenent shall term nate and owners shall be liable only for paynent for
| egal services rendered in connection with such organi zati on and
i ncor poration.

Signed this day of , 19

Attorney:

Omners:

00o
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Information pertaining to preparation of notes or bonds and bond transcri pt

docunents for public body applicants.

This Exhibit includes information for use by public body applicants in the
preparation and i ssuance of evidences of debt ("bonds" or "debt instrunents").
This information is nmade avail able to applicants as appropriate for
application processing and | oan docket preparation

(1)

(10- 3- 79)

Polici es.

(i) This Exhibit outlines the policies of the Farmers Hone

Admi ni stration (FHA) with respect to preparation and issuance of
evi dences of debt (hereinafter sonetines referred to as "bonds" or
"debt instrunents").

(ii) Preparation of the bonds and the bond transcript docunents
will be the responsibility of the applicant. Public body applicants
will obtain the services and opi nion of recogni zed Bond Counsel with
respect to the validity of a bond issue. The applicant normally
will be represented by a local attorney who will obtain the

assi stance of a recogni zed Bond Counsel firmwhich has had
experience in nunicipal financing with such investors as investnent
deal ers, banks, and insurance conpani es.

(iti) At the option of the applicant for issues of $250,000 or

| ess, Bond Counsel may be used for the issuance of a final opinion
only and not for the Preparation of the other docunments and of the
bond docket when the applicant, FnHA, and Bond Counsel have agreed
i n advance as to the nmethod of Preparation of the bond transcript
docunents. Under such circunstances the applicant will be
responsi ble for the preparation of the bond transcript docunents.

(iv) At the option of the applicant and with the prior approva
fromthe National O fice of FnHA, for issues of $50,000 or |less, the
appl i cant need not use Bond Counsel if:

(A) The amount of the issue does not exceed $50,000 and the
appl i cant recogni zes and accepts the fact that processing the
application may require additional |egal and adm nistrative
time.

PN 694
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(B) There is a significant cost saving to the applicant
particularly with reference to total |egal fees after

det erm ni ng what Bond Counsel woul d charge as conpared wth
what the local attorney will charge wi thout Bond Counsel

(C The local attorney is able and experienced in handling
this type of |egal work.

(D) The applicant understands that, if it is required by FrHA
to refinance its | oan pursuant to the statutory refinancing
requirenents, it will probably have to obtain at its expense a
Bond Counsel's opinion at that tine.

(E) Al bonds will be prepared in accordance with this
regul ation and will conformas nearly as possible to accepted
met hods of preparation of simlar bonds in the area.

(F) Many matters necessary to conply with FnHA requirenents
such as land rights, easenments, and organi zati onal docunents
wi |l be handled by the applicant's | ocal attorney. Specific
closing instructions in addition to any requirenments of Bond
Counsel will be issued by the Ofice of the General Counsel of
the U S. Departnent of Agriculture for the guidance of FmHA

(2) Bond transcript docunents. Any questions with respect to FnHA
requi renents should be discussed with |ocal FnHA representatives. Bond
Counsel is required to furnish at |east two conplete sets of the
following to the applicant, who will furnish one complete set to FnHA

(i) Copies of all organizational docunents.
(ii) Copies of general incunbency certificate
(iii) Certified copies of mnutes or excerpts therefrom of al

nmeetings of the applicant's governing body at which action was taken
in connection with the authorization and i ssuance of the bonds.



(10- 3- 79)

RD I nstruction 1944-D
Exhibit H

Page 3

(Revision 1)

(iv) Certified copies of docunments evidencing that the applicant
has conplied fully with all statutory requirenments incident to
calling and hol ding of a favorable bond election, if such an

el ection is necessary in connection with bond issuance.

(v) Certified copies of the resolutions or ordinances or other
docunents, such as the bond authorizing resolution or ordi nance and
any resolution establishing rates and regulating the use of the

i nprovenent, if such docunments are not included in the m nutes
furni shed.

(vi) Copies of official Notice of Sale and affidavit of publication
of Notice of Sale where a public sale is required by State statute.

(vii) Specinmen bond, with any attached coupons.
(viii) Attorney's no-litigation certificate.

(ix) Certified copies of resolutions or other documents pertaining
to the bond award.

(x) Any additional or supporting docunents required by Bond
Counsel

(xi) For loans involving nultiple advances of FnmHA | oan funds, a
prelimnary approving opi nion of Bond Counsel if a final unqualified
opi ni on cannot be obtained until all funds are advanced. The
prelimnary opinion for the entire issue shall be delivered on or
before the first advance of |oan funds and state that the applicant
has the | egal authority to issue the bonds, construct, operate and
maintain the facility, and repay the | oan subject only to changes
during the advance of funds such as litigation resulting fromthe
failure to advance | oan funds, and receipt of closing certificates.

(xii) Prelimnary approving opinion, if any, and final unqualified
approvi ng opi ni on of recogni zed Bond Counsel including opinion
regardi ng i nterest on bonds being exenpt from Federal and any State
i ncome taxes. On approval of the Adm nistrator, a final opinion may
be qualified to the extent that litigation is pending relating to
Indian Clains that may affect title to land or validity of the
obligation

PN 694
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(3) Interimfinancing fromconmercial sources during construction
period for |oans of $50,000 or more. |In all case where it is possible
for funds to be borrowed at reasonable interest rates on an interim
basis from commercial sources, such interimfinancing will be obtained
so as to preclude the necessity for multiple advances of FmHA funds.

(4) Permanent instrunents for FnHA |ocans to repay interimconmercia
financing. Such loans will be evidenced by one of the types of
instruments in the order of preference shown in paragraph (a) (5) of
this Exhibit.

(5) Miltiple advances of FnHA funds using permanent instrunents. \Were
interimfinancing fromcomercial sources is not available, FnHA | oan
proceeds will be disbursed on an "as needed by borrower" basis in
anounts not to exceed the anmobunt needed during 30-day periods. FnHA
loans will be evidenced by the follow ng types of instruments chosen in
accordance with the foll owi ng order of preference:

(i) First preference - Form 1944-52. |If legally permssible, use
Form RD 1944-52. "Miltiple Fam |y Housing Prom ssory Note."
(Revi sed 5-1-85, SPECIAL PN.)

(ii) Second preference - single instrument with anortized
installnments. |If FormRD 1944-52 is not legally perm ssible, use
single instrument showi ng on the face the full anount of the |oan
and providing for anortized installnments w th provisions for
entering the date and ambunt of each FnHA advance on the reverse
thereof or an attachment to the instrument. Form RD 1944-52 should
be followed to the extent possible. The first anortized paynent

wi |l be due one anortized paynent period follow ng the AED. See the
FM for FmHA 1944-52 for specific instructions. (Revised 5-1-85,
SPECI AL PN.)
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(iii) Third preference - single instrunent with installnments of
principal plus interest. |If a single anortized install nent
instrument is not legally perm ssible, use a single instrunent
providing for specified installnents of principal plus accrued
interest. The principal should be in an anmpbunt best adapted to
maki ng principal retirenent and interest paynents which closely
approxi mate equal installnents of conbined interest and principal as
required by the first two preferences.

(A) The repaynent terns described in paragraph (a) (5) (ii) of
this Exhibit "Second preference" apply.

(B) The instrunents shall contain in substance the foll ow ng
provi si ons:

(1) A statenent of principal maturities and due dates.

(2) Paynments nmade on indebtedness evidenced by this

i nstrunment, regardless of when nmade, shall be applied
first to interest due through the date of paynent and next
to principal except that payments made from security

depl eting sources shall, after payment of interest to the
paynment date, be applied to the principal |ast to becone
due under the instrument and shall not affect the
obligation of the borrower to pay the renaining
instal l nents as schedul ed.

(iv) Fourth preference. |If instrunents described under the first,
second, and third preferences are not |egally permssible, use
serial bonds with a bond or bonds delivered in the anmount of each
advance. Bonds will be delivered in the order of their nunbers.
Such bonds will conformw th the m ni mumrequirenments of paragraph
(7) of this Exhibit. Rules for application of payments on seria
bonds will be the sane as those for principal installnment single
bonds as set out in the preceding paragraph (5) (iii) of this

Exhi bit.

Mul tiple advances of FnHA funds using tenporary debt instrument.

VWhen none of the instruments described in paragraph (5) of this exhibit
are legally perm ssible or practical, a bond anticipation note or
simlar tenporary debt instrument may be used.
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The debt instrument will provide for multiple advance of FmHA | oan funds
and will be for the full anount of the FnHA | oan. The instrument will
be prepared by Bond Counsel and approved by the State Director and OGC.
At the sane tinme FnHA delivers the | ast advance, the borrower wll
deliver the permanent bond instrunent to FnrHA to repl ace the tenporary

debt instrument and the canceled tenporary instrunent will be delivered
to the borrower. The approved debt instrunent will show at |east the
fol | owi ng:

(i) The date from which each advance will bear interest.

(ii) The interest rate.

(iii) A paynment schedule providing for interest on outstanding
principal at |east annually.

(iv) A mturity date which shall be no earlier than the anti ci pated
i ssuance date of the permanent instrument(s).

(7) Moninmum bond specifications. The provisions of paragraph (7) are
of this Exhibit mninumspecifications only, and nust be followed to the
extent legally perm ssible.

(i) Type and denoni nations. Bond resolutions or ordi nances w | |
provide that the instrunent(s) be either a bond representing the
total amount of the indebtedness or Serial bonds in denom nations
customarily accepted in rmunicipal financing (ordinarily in nultiples
of not less than $1,000). Single bonds nmay provide for either
repaynent of principal plus interest or anortized installnents;
anortized installnents are preferable fromthe standpoint of FnHA
Coupon bonds will not be used unless required by statute.

(ii) Bond registration. Bonds will contain provisions permtting
registration as to both principal and interest. Bonds purchased by
FMHA wi || be registered in the name of "United States of America,
Farmers Hone Adm nistration,” and will remain so registered at al
times while the bonds are held or insured by the United States. The
address of FnHA for registration purposes will be that of the FrHA
Fi nance O fi ce.

(iii) Size and quality. Size of bonds and coupons shoul d conform
to standard practice. Paper nust be of sufficient quality to
prevent deterioration through ordinary handling over the life of the
| oan.
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(iv) Date of bonds. Bonds will be dated as of the day of delivery.

(v) Paynent date. |Insofar as |oan paynents are consistent with

i ncome availability, applicable State statutes, and comercia
custonms in the preparation of bonds or other evidence of

i ndebt edness, they should be scheduled on a nonthly basis either in
t he bond or other evidence of indebtedness or through the use of a

suppl enental agreenent. Such requirenents will be acconplished not
later than the time of |oan closing. When nonthly paynents are
requi red, such paynents will be schedul ed begi nning one full nonth
followi ng the date of loan closing or the end of any approved
deferment period. Subsequent nonthly paynents will be schedul ed
each full nonth thereafter. |In those cases where evidence of

i ndebt edness calls for annual or sem annual paynments, they will be

schedul ed beginning six or twelve full nonths, respectively
followi ng the date of loan closing or the end of any approved
deferment period. Subsequent paynents will be schedul ed each sixty
or twelfth full nmonth respectively, thereafter. Wen the evidence
of indebtedness is dated the 29th, 30th, or 31st day of a nonth, the
paynment date will be scheduled the 28th day of the nmonth. Borrowers
schedul ed to make nonthly payments will be given a nonthly paynent
card jacket at the time of loan closing. These borrowers wll

submt paynment directly to the Finance Ofice.

(vi) Place of paynent. Paynents on bonds purchased by FnmHA shoul d
be submitted to the FnHA Fi nance O fice by the borrower.

(vii) Redenptions. Bonds should contain customary redenption
provi sions, subject, however, to unlimted right of redenption

wi t hout prem um of any bonds held by FnmHA except to the extent
limted by the provisions under the "Third Preference" and "Fourth
Preference” in paragraph (5) of this Exhibit.

(viii) Additional revenue bonds. Parity bonds may be issued to
conplete the project. Oherwi se, parity bonds may not be issued

unl ess the net revenues (that is, unless otherw se defined by the
State statute, gross revenues |ess essential operation and

mai nt enance expense) for the fiscal year preceding the year in which
such parity bonds are to be issued, were 120 percent of the average
annual debt service requirenments on all bonds then outstanding and
those to be issued; provided, that this limtation may be waived or
nodi fied by the witten consent of bondhol ders representing 75
percent of the then

PN 694
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out st andi ng princi pal indebtedness. Junior and subordi nate bonds
may be issued without restriction

(ix) Scheduling of FnHA paynents when joint financing is involved.
In all cases in which FnHA is participating with another |ender in
the joint financing of the project to supply funds required by one
applicant, the FnHA paynments of principal and interest should
approxi mate anortized install nments.

(x) Precautions. The follow ng types of provisions in debt
i nstruments shoul d be avoi ded.

(A) Provisions for the holder to manually post each paynent to
the instrunent.

(B) Provisions for returning the permanent or tenporary debt
instrument to the borrower in order that it, rather than FrHA
may post the date and anount of each advance or repaynment on

the instrunent.

(8) Bidding by FnHA. \Where a public bond sale is required by State
statutes, FnHA will not normally submt a bid at the advertised sale
unless State statutes require a bid to be submtted. Preferably, FnHA
wi Il negotiate the purchase with the applicant subsequent to the
advertised sale if no acceptable bid is received. In those cases where
FmMHA is required to bid, the bid will be nmade at the applicable FnHA
interest rate.

0Qo
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QU DE LETTER FOR USE | N | NFORM NG | NTERI M LENDER
Ok FnHA' S COVM TMENT

(Nane and Address of Private Lender)

Dear

(For Organizations)

Reference is made to a request fromthe __ (Smith Housing Assoc.)_ through

(John Smith) its President, for interimfinancing fromyour
firmto construct a rental housing facility at the interest rate and terns and
conditions agreed upon as reflected in the attached letter.

(For I ndividual s)

Ref erence is nade to a request from (John Jones) for interim
financing fromyour firmto construct a rental housing facility at the
interest rate and terns and conditions agreed upon as reflected in the
attached letter.

This letter is to confirmcertain understandi ngs on behalf of the Farners Hone
Admi ni stration (FrHA).

Fi nal draw ngs, specifications, and all other contracts docunents have been
prepared and approved, and the applicant is prepared to comrence construction
It has been determ ned by the applicant and the Farmers Hone Adm nistration
that the conditions of |oan closing can be net. Funds have been obligated for
the project, as evidenced by the attached copy of Form RD 1944-57. "Miltiple
Fam |y Housi ng Acknow edgrment of Obligated Funds/Check Request." (Revised 5-
1-85, SPECI AL PN.)

The applicant has been required by FmHA to deposit $ with your
firmto be utilized prior to any interimloan funds. The applicant has
proposed and FnHA has agreed that you may first advance any applicant funds on
deposit, and then advance the proceeds of the interimloan in accordance with
the ternms and conditions stated in your attached letter, as needed to pay for
construction and other authorized and legally eligible expenses incurred by
the applicant. It is understood, however, that advances of both the
applicant's funds and the interimloan funds will be nmade only upon
presentation of proper statenents and partial paynent estimate prepared by the
bui | der, and approved for paynment by the consulting architect, the applicant,
and the FnHA District Director.

(10-3-79) PN 694
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W have schedul ed the Farners Hone Administration |oan to be cl osed when
construction to be financed with loan funds is substantially conplete in
accordance with the FmHA approved contract documents, draw ngs and
specifications, (except for mnor punch list itens), and the applicant

provi des evidence indicating that there are no unpaid obligations outstandi ng
in connection with the project. At that time, funds not exceeding the FrHA

| oan anmount will be available to pay off the anpbunt of | oan advances your

l ending institution has nmade for authorized approved purposes, including
accrued interest to the date of closing.

FmHA cannot provide you with an unconditional letter of commtnent
guar ant eei ng FnHA | oan cl osing. Factors such as nonconpl eti on, default,
unaccept abl e wor kmanshi p, and marked devi ati on from approved draw ngs and
specifications could prevent the FnHA [ oan from bei ng cl osed.

These problens can be mnimzed by maki ng a thorough review of the (contract
docunents,)* draw ngs and specifications, evaluating the qualifications and
past performance of the builder, and obtaining an adequate corporate surety
bond guar ant eei ng both paynent and perfornance.

The followi ng are additional safeguards to hel p assure FnHA | oan cl osi ng:

1. W invite you or your representatives to acconpany FmHA personne
during construction inspections so that at least 3 or 4 joint inspections at
critical points during construction, (including the final inspection), can be
made to hel p assure that construction is proceeding in accordance with the
FmHA approved drawi ngs and specifications.

2. FHA will maintain its commtnent in the anpbunt of the obligated | oan
funds for a reasonable period of tine after the expiration of any specified
conpl etion dates, provided work on the project is progressing satisfactorily
and any identified probl ens have been resol ved.

3. FMHA will not arbitrarily abandon your lending institution in the
event of default. Should the contractor default, FnHA will attenpt to provide
financial assistance to the applicant in accordance with our admnistrative
procedures and | ending requirenments, provided a new contractor can conplete
the project for a total cost within the security value of the project. |If
this is not possible, or should the FnHA | oan applicant beconme unabl e or
unwi I ling to continue such the project, FnHA also will attenpt to provide
financial assistance to any eligible applicant (subject
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to the availability of funds, our admi nistrative procedures, and our |ending
requi renents), to purchase the conpleted project fromyour |ending
institution.

4. FnHA is aware that circunstances, such as subsurface ground condition
and change orders necessitated by required changes in the work to be perforned
may cause cost increases after FnHA | oan approval and the obligation of FnHA
loan funds. It is a general practice for FrHA to make subsequent | oans when
necessary to help cover these eligible costs, provided additional |oan funds
are avail able, the change orders were approved by FnHA, the increased costs
are legitimate and are for authorized | oan purposes, and the total cost of the
project is within its security val ue.

Your assistance to the applicant is appreciated.

Si ncerely,

State Director

00o
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FEDERAL REG ONAL | NCOMVE LIM TS FOR H RED FARMAORKERS
Regi on |-- ($4800) Connecticut, Mine, Mssachusetts, New Hanpshire, Rhode
I sl and, and Ver nont
Region I1-- ($3600) New Jersey and New York. (Includes Puerto Rico and the
Usvl )
Region I11- ($4000) Del aware, District of Colunbia, Mryland, Pennsylvani a,

Virginia, and West Virginia.

Regi on | V-- ($4100) Al abama, Florida, CGeorgia, Kentucky, M ssissippi, North
Carolina, South Carolina and Tennessee

Regi on V-- ($4200) Illinois, Indiana, Mchigan, Mnnesota, GChio, and
W sconsi n.

Regi on VI-- ($4600) Arkansas, Louisiana, New Mexico, Ol ahoma, and Texas.
Regi on VII- ($4800) |owa, Kansas, M ssouri, and Nebraska.

Regi on VII11- ($4900) Col orado, Montana, North Dakota, South Dakota, Utah, and
Woni ng.

Regi on | X- ($5900) Arizona, California, Hawaii, and Nevada

Regi on X- ($4700) Al aska, |daho, Oregon, and \Washi ngton.

0Qo
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LOAN AGREEMENT
(LH I'nsured Loan to Farm Borrowers
to Provide Housing for
the Farm Borrower's Farm ng Operations)

A. Ceneral Provisions:

1. This agreenent is entered into on (Date).

2. This agreenent is between

(borrower's nanme whether one or nore), whose nailing address is

, and the United States of
America, acting through the Farners Honme Administration, United States
Departmment of Agriculture (the Government).

3. This agreenent is nade in return for receiving Labor Housing (LH) |oan
assi stance fromthe Governnent totaling $ as evidenced
by a Prom ssory Note dated . This assistance is made with
t he understanding that housing is to be provided to Donmestic Farm Laborers on
arent free basis. Any rents collected without the witten consent of the
CGovernment are the responsibility of the borrower and shall be refunded by the
borrower to the tenants.

4. The borrower agrees to conply with Governnent regul ations governing the LH
| oan program

5. This agreenent is in addition to any other agreements entered into with

t he Governnent, such as any prom ssory note, nortgage or deed of trust, |oan
approval requirenments, etc

B. Rent and Cccupancy.

Cccupancy of the housing will be limted to donestic farmwrkers or m grant
farmwrkers as defined by the Government, unless the Governnent gives prior
witten approval for other occupancy, except that in no case will a nenber of
the borrower's immedi ate fam |y occupy the housing.

The borrower agrees:

1. To neet the LH | oan objectives by providing decent, safe, and sanitary
housing for eligible tenants;
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2. To provide the housing rent free to eligible farmwrker tenants;

3. To get the Governnent's prior approval before collecting utility charges
(i.e. electricity, fuel, water, waste disposal, etc.) or requiring a

ref undabl e damage deposit or cleaning fee fromtenants;

4. To get the Government's prior approval if there is a need to permt
occupancy by tenants who are not working in the borrower's farm ng operation
or not normally eligible to occupy the housing unit; and

5. To get the Governnent's prior approval if there is a need to charge rent to
tenants or change any existing rents. To provide a managenent plan, which
nmeets requirenents set out in Governnent regul ati ons, whenever rents are
charged to tenants. The nanagenent plan will describe how t he housing
operation will be conducted.

C. Recordkeepi ng.

The borrower agrees:

1. To provide the Government financial information as required by Governnent
regul ati ons;

2. To provide annual verification of enploynent of eligible tenants as
occupancy changes, not |ess than once per year; and

3. To keep information required by Governnent regul ati ons and nmake the
i nformati on avail abl e for Government inspection, to include tenant nonrent
affidavits.

D. Conpliance with Federal, State, and Local Laws and Regul ati ons.

The borrower agrees to conmply with applicable Federal, State, and |ocal |aws
and regul ations, including but not limted to, the foll ow ng:

1. To provide equal housing opportunities to tenants;
2. To operate the housing in a safe environnent;

3. To maintain conprehensive property insurance on the property taken as
security;

4. To pay taxes and assessnments on the property taken as security; and

5. To make the security property available for inspection by the Governmnent.
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E. Disposition of LH Security Property.
The borrower agrees:
1. Not to sell or otherw se dispose of property taken as security for the LH

| oan wi thout the Governnent's prior witten approval;

2. Not to sell or enter into any business arrangenent which may potentially or
actual ly place the housing operation under the managenent or control of
anot her party without the prior approval of the Governnent; and

3. To prohibit any liens to be taken on the security property w thout the
prior approval of the CGovernnent.

F. Enforcenent Considerations.

The borrower understands that any violation of the ternms of this agreenment may
enabl e the Governnent to declare the note i nredi ately due and payabl e and may
adversely affect the borrower's ability to obtain other Government |oans or
grants.

G CGeneral Provisions.

This agreenment may be cited in the security instrunent and other instrunents
or agreements as the "Loan Agreenent of

(date of this instrunent) 0 -

H  Signature(s).

Si gnature of Borrower Wt ness

Si gnature of Borrower Wt ness
000
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Dat e

SUBJECT: Verification of Donestic Farm Labor and Cccupancy in Rent Free
Housi ng

(borrower's nanme or the farm s business name)

On , 19 , /W becane the occupant(s) of the rent free
dwel | i ng owned by the above naned borrower. The dwelling is provided as a
condition of my farm |l abor enpl oynent.

If the rent free status changes, I/we will notify the Farnmers Home
Adm ni stration at:

Ofice

Phone nunber

, occupant

Di stribution:

Oiginal to occupant.

1 copy for borrower's records to be kept available for inspection upon request
by Farmers Honme Administration for all current tenants.

0Qo
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Test for Self-enployed Farm Wrkers
Enpl oyer - Enpl oyee Rel ati onship

I PURPOSE: This exhibit provides a guide to be used in determning farm
worker eligibility for occupancy in Domestic Farm Labor Housing. The guide
provides the FnHA State Directors or District Directors Common Law Rul es
factors or elenents to be used as needed or in those instances where there is
a question about a farm worker being self-enployed.

Il QU DE: The followi ng guide is reproduced fromthe Internal Revenue
Manual , Part 1V - Audit and Investigation, Exhibit 4640-1 Enpl oyer-Enpl oyee
Rel ati onshi p, dated May 6, 1986:

Exhi bit 4640-1 Enpl oyer-Enpl oyee Rel ati onship
I nt roduction

For FICA, FUTA, and income tax w thhol di ng purposes the term "enpl oyee" (Secs.
3121(d), 3306(i), and 3401(c)) Includes any individual who, under the usua
common | aw rul es applicable in determ ning the enpl oyer-enpl oyee rel ati onship
has the status of an enpl oyee.

The Common Law Rul es- Factors

Under the comon |law test, a worker is an enployee if the person for whom he
works has the right to direct and control himin the way he works both as to
the final results and as to the details of when, where, and how the work is to
be done. The enployer need not actually exercise control. It is sufficient
that he has the right to do so

If the relationship of enployer and enpl oyee exists, it is of no consequence
whet her the enployee is designated as a partner, coadventurer, agent,

i ndependent contractor, or the like. Furthernore, all classes or grades of
enpl oyees are included within the relationship of enployer and enpl oyee.
Thus, superintendents, managers, and ot her supervisory personnel are

enpl oyees.

The factors or elenents that show control are described belowin the follow ng
20 items. Any single fact or small group of facts is not conclusive evidence
of the presence or absence of control

These comon | aw factors are not always present in every case. Sone factors do
not apply to certain occupations. The weight to be given each factor is not

al ways constant. The degree of inportance of each factor may vary dependi ng
on the occupation and the reason for existence. Therefore, in each case the
agent will have two things to consider: First, does the factor exist; and
second, what is the reason for or inportance of its exi stence or nonexistence.
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Exhi bit 4640-1 Enpl oyer-Enpl oyee Rel ati onship (con.)

Instructions. A person who is required to conply with instructions about
when, where, and how he is to work is ordinarily an enpl oyee. Sone enpl oyees
may work without receiving instructions because they are highly proficient and
consci enti ous workers. However, the control factor is present if the enployer
has the right to require conpliance with the instructions. The instructions
whi ch show how to reach the desired result may be oral or witten (manuals or
pr ocedures).

Training. Training a person by an experienced enpl oyee working with him by
correspondence, by required attendance at neetings, and by other methods

i ndi cates that the enployer wants the services performed in a particul ar

met hod or manner. This is especially true if the training is given
periodically or at frequent intervals. An independent contractor ordinarily
uses his own nethods and receives no training fromthe purchaser of his
services. In fact, it is usually his nmethods which bring himto the attention
of the purchaser.

Integration. Integration of the person's services into the business
operations generally shows that he is subject to direction and control. In
applying the integration test, first determne the scope and function of the
busi ness and t hen whet her the services of the individual are nmerged into it.
VWhen the success or continuation of a business depends to an appreciable
degree upon the performance of certain services, the people who performthose
services nust necessarily be subject to a certain anount of control by the
owner of the business.

Services Rendered Personally. |If the services nmust be rendered personally,
presumably the enployer is interested in the methods as well as the results.
He is interested in not only the result but also the worker.

Hi ring, Supervising, and Paying Assistants. Hring, supervising, and paying
assistants by the enpl oyer generally shows control over the men on the job.
Soneti mes one worker may hire, supervise, and pay the other worknen. He may
do so as the result of a contract under which he agrees to provide nmaterials
and | abor and under which he is responsible for only the attai nment of a
result. In this case he is an independent contractor. On the other hand, if
he hires, supervises, and pays worknmen at the direction of the enployer, he
may be an enpl oyee acting in the capacity of a foreman for or representative
of the enployer (Rev. Rul. 70-440' 1970-2 C.B. 209).

Continuing Rel ationship. A continuing relationship between an individual and
t he person for whom he perforns services is a factor which indicates that an
enpl oyer - enpl oyee rel ati onship exists. Continuing services may include work
performed at frequently recurring though somewhat irregular intervals either
on call of the enpl oyer or whenever the work is available. |If the arrangenent
contenpl ates continuing or recurring work, the relationship is considered
permanent even if the services are part-tinme, seasonal, or of short duration
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Exhi bit 4640-1 Enpl oyer-Enpl oyee Rel ati onship (con.)

Set Hours of Work. The establishnent of set hours of work by the enployer is
a factor indicating control. This condition bars the worker from bei ng naster
of his own time, which is the right of the independent contractor. |If the
nature of the occupation makes fixed hours inpractical, a requirenent that the
worker work at certain tinmes is an elenment of control

Full Tine Required. If the worker must devote his full time to the business
of the enpl oyer, the enployer has control over the amount of time the worker
spends working and inpliedly restricts himfrom doing other gainful work. An
i ndependent contractor, on the other hand, is free to work when and for whom
he chooses. Full time does not necessarily mean an 8-hour day or a 5- or 6-day
week. Its neaning may vary with the intent of the parties, the nature of the
occupation, and custons in the locality. These conditions should be
considered in defining "full time."

Full-tine services may be required even though not specified in witing or
orally. For exanple, to produce a required m ni numvol une of business may
conpel a person to devote all of his working time to that business; or he may
not be permtted to work for anyone else, and to earn a living he necessarily
must work full tine.

Doi ng Wrk on Enployer's Prem ses. Doing the work on the enployer's prem ses
initself is not control. However, it does inply that the enployer has
control, especially when the work is the kind that could be done el sewhere. A
person working in the enployer's place of business is physically within the
enpl oyer's direction and supervision. The use of desk space and tel ephone and
st enogr aphi ¢ services provided by an enpl oyer places the worker within the
enpl oyer's direction and supervision. Wrk done off the prem ses indicates
some freedomfromcontrol. However, this fact by itself does not nean that the
wor ker is not an enployee. Control over the place of work is indicated when

t he enpl oyer has the right to conpel a person to travel a designated route, to
canvass a territory within a certain time, or to work at specific places as
required. |In some occupations services nmust be performed away fromthe

prem ses of the enployer; for exanple, enployees of construction contractors
or taxicab drivers.

Order or Sequence Set. |If a person nust performservices in the order or
sequence set for himby the enployer, it shows that the worker is not free to
follow his own pattern of work but nust follow the established routines and
schedul es of the enployer. Oten, because of the nature of an occupation, the
enpl oyer either does not set the order of the services or sets them
infrequently. It is sufficient to show control, however, if he retains the
right to do so. The outside conm ssion sal esman, for exanple, usually is
permtted latitude in mapping out his activities and may work "on his own" to
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Exhi bit 4640-1 Enpl oyer-Enpl oyee Rel ati onship (con.)

a considerable degree. |In many cases, however, at the direction of the

enpl oyer he nust report to the office at specified tinmes, follow up on | eads,
and performcertain tasks at certain times. Such directions interfere with
and take preference over the salesmen own routines or plans: this fact

i ndi cates control

Oral or Witten Reports. Another elenment of control is the requirenent of
submtting regular oral or witten reports to the enployer. This action shows
that the person is conpelled to account for his actions. Such reports are
useful to the enployer for present controls or future supervision; that is,
they enable himto determ ne whether his instructions are being foll owed or,

if the person has been "on his own," whether instructions should be issued.

Payment by Hour, Week, Mnth. Paynent by the hour, week, or nonth generally
points to an enpl oyer-enpl oyee rel ati onship, provided that this nmethod of
paynment is not just a convenient way of paying a |unp sum agreed upon as the
cost of doing a job. The paynment by a firmof regular anobunts at stated
intervals to a worker strongly indicates an enpl oyer-enpl oyee rel ati onship
(The fact that paynents are received froma third party, e.g., tips or fees,
is irrelevant in determ ni ng whether an enpl oynment rel ationship exists). The
firmassunes the hazard that the services of the worker will be proportionate
to the regul ar paynents. This action warrants the assunption that, to protect
its investnent, the firmhas the right to direct and control the performance

of the worker. It is also assuned in absence of evidence to the contrary that
t he worker, by accepting payment upon such basis, has agreed that the firm
shal | have such right of control. Obviously, the firmexpects the worker to

give a day's work for a day's pay. Cenerally, a person is an enployee if he is
guaranteed a mininumsalary or is given a drawi ng account of a specified
anount at stated intervals and is not required to repay any excess drawn over
conmi ssi ons ear ned.

Payment made by the job or on a straight conmm ssion generally indicates that
the person is an independent contractor. Paynent by the job includes a |unp
sum conput ed by the nunber of hours required to do the job at a fixed rate per
hour. Such a paynment should not be confused with payment by the hour

Payment of Business and/or Traveling Expense. If the enployer pays the
person's busi ness and/or traveling expenses, the person is ordinarily an

enpl oyee. The enployer, to be able to control expenses, nust retain the right
to regul ate and direct the person's business activities.

Conversely, a person who is paid on a job basis and who has to take care of
all incidental expenses is generally an independent contractor. Since he is
accountable only to hinself for his expenses, he is free to work according to
hi s own nethods and neans.
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Furni shing of Tools, Materials. The fact that an enpl oyer furnishes tools,
materials, etc., tends to show the existence of an enpl oyer-enpl oyee

rel ati onship. Such an enployer can determ ne which tools the person is to use
and, to sonme extent, in what order and how they shall be used.

An i ndependent contractor ordinarily furnishes his own tools. However, in sone
occupational fields, e.g., skilled workmen, workers customarily furnish their
own tools. They are usually small hand tools. Such a practice does not
necessarily indicate a | ack of control over the services of the worker.

Significant Investnment. Investnment by a person in facilities he uses in
perform ng services for another is a factor which tends to establish an

i ndependent contractor status. On the other hand, |ack of investnent

i ndi cat es dependence on the enployer for such facilities and, accordingly, the
exi stence of an enpl oyer-enpl oyee rel ati onshi p.

In general, facilities include equiprment or prem ses necessary for the work,
such as office furniture, machinery, etc. This termdoes not include tools,
instruments, clothing, etc., conmonly provided by enployees in their trade,
nor does it include education, experience, or training.

In order for an Investnment to be a significant factor in establishing that an
enpl oyer - enpl oyee rel ati onship does not exist, it nmust be real, it nust be
essential, and it must be adequate.

Is investnment real? Little weight can be accorded to a worker's investnent in
equi prent if he buys it on tinme fromthe person for whom he does the work and
if his equity in the equipnent is small. The sanme is true if the worker

pur chases equi pnent fromhis enployer on a time basis but the enpl oyer retains
title to the equi pment, has the option of retaining |egal ownership by paying
the worker the amobunt of his equity in the equipnent at any time before the
equi prment is fully paid for, requires its exclusive use in the operation of
hi s business, and directs the worker in its use. Such investnents are not
"real ."

Is investnment essential? An investment in equipnrent or prem ses not required
to performthe services in question is not essential. For example, a

phot ographers' nodel may have a large investnent in a wardrobe; however, if
she poses for a photographer who ordinarily requires that his nodel s wear

cl ot hing he furnishes, her investnent is not essential even though the

phot ographer | ets her use her own wardrobe as a matter of indul gence. The
phot ographer hires her only for her photogenic qualities and her ability to
pose; it is not required that she furnish her own wardrobe.

I s investment adequate? Ownership by an individual of facilities adequate for
the work and independent of the facilities of another points to an independent
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contractor relationship. Omership of such facilities is an influential factor
inletting the contract of service. The inportant point is the value of the

i nvestment conpared to the total value of all the facilities for doing the
work. An investnent in facilities is not adequate if the worker nust rely
appreciably on the facilities of others to performthe services. For

i nstance, an individual who is engaged to performa machi ne operation on his
own preni ses and who furnishes his own equi prent of substantial value may be a
sel f-enpl oyed subcontractor instead of an enpl oyee of the nmanufacturer

Significant in determ ning the weight of the investnent factor is ascertaining
who has the right to control the facilities. Omnership of equipnent or

prem ses points toward an i ndependent contractor status because it is inferred
that the owner has the right to control their use. However, if the owner, as
part of the agreenment, surrenders conplete dom nion over the equi pnment or

prem ses and the right to decide how they shall be used, "ownership" loses its
significance.

Suppose an individual who owns a truck is hired by a trucking conpany to
deliver goods and materials to business firns. The fact that he uses his own
truck to performthese services is not significant if, in general, the firm
uses it like its own trucks. for exanple, the firmsets the order and tinme of
deliveries pays for all upkeep and repair of the individual's truck while used
in its business or otherw se conpensates the individual for these costs;
restricts himfromusing the truck to performservices for others, etc.

Real i zation of Profit or Loss. The man who can realize a profit or suffer a
loss as a result of his services is generally an independent contractor, but
t he individual who cannot is an enpl oyee.

"Profit or loss" inplies the use of capital by the individual in an

i ndependent business of his own. Thus, opportunity for higher earnings, such
as frompay on a piecewrk basis or the possibility of gain or loss froma
conmi ssion arrangenent, is not considered profit or |oss.

VWhet her a profit is realized or Ioss suffered generally depends upon
managemnment decisions; that is, the one responsible for a profit or |oss can
use his own ingenuity, initiative, and judgment in conducting his business or
enterprise. Qpportunity for profit or | oss may be established by one or nore
of a variety of circunstances, e.g.

1. The individual hires, directs, and pays assistants.

2. He has his own office, equipnment, materials, or other work
facilities.

3. He has continuing and recurring liabilities or obligations, and his
success or failure depends on the relation of his receipts to his
expendi t ures.
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4. He agrees to performspecific jobs for prices agreed upon in advance
and pay expenses incurred in connection with the work.

5. H s services and/or those of his assistants establish or affect his
busi ness reputation and not the reputation of those who purchase the
Servi ces.

Wrking for More Than One Firmat a Time. A person who works for nunber of
persons or firnms at the sane tine is generally independent contractor because
he is usually free fromcontrol by any of the firns. It is possible, however,
for a person to work for a nunber of people or firns and be an enpl oyee of one
or all of them

Maki ng service Available to General Public. The fact that a person makes his
services available to the general public usually indicates an i ndependent
contractor relationship. An individual may hold his services out to the
public in a nunber of ways: he may have his own office and assistants; he may
hang out a "shingle" in front of his honme or office;

he may hol d business |icenses; he may be listed in business directories or
mai ntai n business listings in tel ephone directories; or he may advertise in
newspapers, trade journals, nagazines, etc.

Right to Discharge. The right to discharge is an inportant factor in

i ndi cating that the person possessing the right is an enployer. He exercises
control through the ever-present threat of dism ssal, which causes the worker
to obey his instructions. An independent contractor, on the other hand, cannot
be fired so long as he produces a result which neets his contract

speci fications.

Right to Term nate. An enployee has the right to end his relationship with
his enpl oyer at any time he wi shes without incurring liability. An

i ndependent contractor usually agrees to conplete a specific job; he is
responsi ble for its satisfactory conpletion or legally obligated to nake good
for failure to conplete the job

W have now covered the 20 factors; i.e., does the factor exist. W will now
consi der the second point: what is the reason for or inportance of its
exi stence or nonexi st ence.

Al facts nust be weighed, and the concl usion nust be based on a carefu

eval uation of all the facts, IRS published rulings, and the presence or
absence of factors which point to an enpl oyer-enpl oyee relationship or to an
i ndependent contractor status.
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Take the exanpl e of a barbershop. The shop owner may say that he does not
control the hours, fix the anmount charged for a haircut, or control the
barber's cleanliness. However, in determning the weight of each of these
factors, the agent should consider the reason for their nonexistence. He may
find that the union in effect controls the hours and sets the price for
haircuts and that the State Barber Board of Examiners controls the cleanliness
of the shop. He correctly concludes, then that the weight to be given each of
these three factors i s nothing.

In the case of salesnen, it mght be found that the enpl oyer does not contro

t he hours of work because, to nake a sale, the sal esman nay have to arrange
his hours to fit the custoner's hours, such as calling in the evening when the
husband and wife are at hone. This may be true of other occupations. The
inmportant thing is to weigh any factor being considered according to its
reason for existence or nonexistence.

2.03

FI CA Statutory Enpl oyee Rul es

In addition to common | aw enpl oyees, the FICA provides for statutory
enpl oyees, which include (1) agent drivers and conm ssion drivers, (2) full-

time life insurance sal esnmen, (3) home workers, and (4) traveling or city
sal esman
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MARKET RENT DETERM NATI ON FOR LABOR HOUSI NG PRQJIECTS

I OBJECTIVE. The objective of this exhibit is to provide guidance for a
mar ket rent determnation for Labor Housing (LH when the farmwrker is not
required to live on the farm (81944.176 (d)(5) of this subpart).

Il PURPOSE. VWhen an eligible farmwrker becones ineligible because of
above- noder at e-i nconmre and has been granted pernmission to continue residing in
the unit in accordance with paragragh VI B 5 or 6 of Exhibit B of Subpart C of
Part 1930 of this chapter, then an appropriate rent nust be formnul ated that
must not exceed the market rent as determined in accordance with the
provisions set out in this exhibit.

11 DETERM NATI ON. \Whenever a market rent determination is required for one
or nore LH resident(s), the market rent will be conputed by using the nopst
recently approved Form RD 1930-7, "Statenent of Budget and Cash Flow, " and
substituting a new debt service conputation based on the project's devel opnent
cost. The anortization factor for the Farm Labor Housing-State Director
Exception interest rate as published in RD Instruction 440.1 (avail able in any
FmHA office) will be used with a 33 year term The rate used for anortization
for debt service in the market rent budget should be rounded down to the
nearest eighth of a percent. For exanmple, 9.95 percent would be rounded to
9.875. The market rent is conputed on a basis of the project's initia

devel opnent cost and subsequent |oans and grants. In contrast, the basic rent
debt service is computed 1 percent |oans offset by the construction grants.

The market rent determ nation, once set, will remain in place for the project;
therefore, the determ nati on nust be recorded in a narrative statenent which
must be filed with the Prom ssory Note

IV LIMTATIONS. If the market rent determ ned in the preceedi ng paragraph
is found to exceed the conventional nmarket rents in the area (within an
approxi mate 48 kilonmeter or (30 mile) radius or the effective market area or
ot her appropriate geographical or |ocal boundary) by nore than $20, then the
LH market rent will be limted to the prevailing market rent. Prevailing
market rents may be determ ned from such sources as recent Rural Renta
Housi ng Market studies or recent area classified advertisements (within the
| ast two nonths), docunented, and adjusted for conparability. Docunentation
should be simlar to the information found in Exhibit A-4 of this subpart,
with the advertisenents attached. The adjustnent for comparability should
consider unit size, bedroom m x, age, and anenities. This renta

determ nation is not intended to survey housing used exclusively for farm

| abor rental housing, but to determne a fair conventional market rent for an
above- noder at e-i nconme farmnorker and famly.

00o
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